
NEW ISSUE-BOOK-ENTRY ONLY Ratings: See “RATINGS” herein.

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority, based upon an analysis of existing laws,
regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with
certain covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal
Revenue Code of 1986 and is exempt from State of California personal income taxes. In the further opinion of Bond Counsel, interest on
the Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond
Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable
income. Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual
or receipt of interest on, the Bonds. See “TAX MATTERS.”

$32,700,000
ORANGE COUNTY PUBLIC FINANCING AUTHORITY

LEASE REVENUE BONDS
SERIES 2006

Dated: Date of Delivery Due: June 1, as shown on inside cover

The above-captioned bonds (the “Bonds”) will be issued by the Orange County Public Financing Authority (the “Authority”) pursuant
to an Indenture, dated as of October 1, 2006 (the “Indenture”), between the Authority and Deutsche Bank National Trust Company, as
trustee (the “Trustee”), to (i) finance the construction of a cogeneration conversion project at the central utility facility of the County,
(ii) fund the debt service reserve fund for the Bonds, and (iii) pay costs related to the issuance of the Bonds, including premium for bond
insurance. See “THE CENTRAL UTILITY FACILITY AND THE PROJECT” herein.

Interest on the Bonds will be payable by the Trustee on June 1 and December 1 of each year, commencing December 1, 2006. The
Bonds will be delivered in fully registered book-entry form only and when delivered will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company (“DTC”), which will act as securities depository for the Bonds. Upon receipt of payments of
the principal of and premium, if any, and interest on the Bonds, DTC will remit such principal, premium, if any, and interest to its
participants (as described herein) for subsequent disbursement to the beneficial owners of the Bonds. Purchasers of the Bonds will not
receive physical bonds representing their interests in the Bonds purchased. See APPENDIX C – “BOOK-ENTRY SYSTEM.” The Bonds
will be issued in denominations of $5,000 or any integral multiple thereof.

The Bonds are subject to redemption prior to maturity as described herein. See “THE BONDS—Redemption.”

Payment of scheduled principal of and interest on the Bonds when due will be insured by a financial guaranty insurance policy (the
“Policy”) issued by MBIA Insurance Corporation (the “Bond Insurer”). See “BOND INSURANCE” herein.

The Bonds are limited obligations of the Authority payable solely from base rental payments (the “Base Rental Payments”) to be made
by the County pursuant to a Master Facilities Lease, dated as of October 1, 2006, between the Authority and the County (the “Lease”), and
other amounts held by the Trustee in the funds and accounts established under the Indenture (other than the Rebate Fund), except as
otherwise provided in the Indenture. The Base Rental Payments are expected to be paid by the County in such amounts and on such dates
as will enable the Authority to pay the principal of and interest on the Bonds when due and payable. See “SECURITY AND SOURCES
OF PAYMENT FOR THE BONDS.”

THE AUTHORITY SHALL BE OBLIGATED TO PAY THE PRINCIPAL OF AND INTEREST ON THE BONDS ONLY FROM
THE FUNDS DESCRIBED IN THE INDENTURE, AND THE AUTHORITY SHALL NOT INCUR ANY LIABILITY OR ANY
OTHER OBLIGATION WITH RESPECT TO THE ISSUANCE OF THE BONDS. THE OBLIGATION OF THE COUNTY TO MAKE
BASE RENTAL PAYMENTS UNDER THE LEASE DOES NOT CONSTITUTE AN OBLIGATION OF THE COUNTY FOR WHICH
THE COUNTY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE COUNTY HAS LEVIED
OR PLEDGED ANY FORM OF TAXATION. THE BONDS DO NOT CONSTITUTE A DEBT OF THE COUNTY, THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF THE CONSTITUTION OF THE
STATE OF CALIFORNIA OR ANY STATUTORY DEBT LIMITATION OR RESTRICTION.

This cover page contains certain information for quick reference only. It is not intended to be a summary of all factors relating to an
investment in the Bonds. Investors should review the entire Official Statement before making an investment decision. Attention is directed
to the section of this Official Statement entitled “CERTAIN RISK FACTORS” for a discussion of certain risk factors that should be
considered, in addition to other matters set forth herein, in evaluating an investment in the Bonds.

The Bonds will be offered when, as and if delivered and received by the Underwriters, subject to approval of validity by Orrick,
Herrington & Sutcliffe LLP, Bond Counsel, and certain other conditions. Orrick, Herrington & Sutcliffe LLP served as Disclosure Counsel
to the County. Certain legal matters will be passed upon for the Underwriters by their counsel, Nixon Peabody LLP, San Francisco,
California, and for the Authority and the County by the Office of County Counsel. It is expected that the Bonds will be available for delivery
through the facilities of DTC in New York, New York, on or about October 19, 2006.

Goldman, Sachs & Co.
Dated: October 3, 2006



$32,700,000
ORANGE COUNTY PUBLIC FINANCING AUTHORITY

LEASE REVENUE BONDS
SERIES 2006

BASE CUSIP*: 68428V

Maturity Date Principal Interest
(June 1) Amount Rate Yield CUSIP*_____________ ____________ ________ ________ ________

2009 $2,680,000$ %4% %3.47% CF7
2010 2,785,000 4 3.52 CG5
2011 2,900,000 4 3.55 CH3
2012 3,015,000 4 3.59 CJ9
2013 3,135,000 5 3.66 CK6
2014 3,290,000 5 3.71 CL4
2015 3,455,000 5 3.76 CM2
2016 3,630,000 5 3.82 CN0
2017 3,810,000 5 3.88 CP5
2018 4,000,000 5 3.93 CQ3

* A registered trademark of the American Bankers Association.  CUSIP data herein is provided by Standard & Poor’s CUSIP Service Bureau, a division of The
McGraw-Hill Companies, Inc.



 

  

ORANGE COUNTY PUBLIC FINANCING AUTHORITY 

BOARD OF DIRECTORS 
Bill Campbell, Chair, 

Chris Norby, Vice Chair 
Lou Correa 

Thomas W. Wilson 
Jim Silva 

AUTHORITY OFFICIALS 
Thomas G. Mauk, Executive Director 

John M.W. Moorlach, Treasurer 
David E. Sundstrom, Auditor 

Thomas L. Beckett, Finance Director 
Benjamin P. de Mayo, Authority Counsel 

COUNTY OF ORANGE, CALIFORNIA 

Hall of Administration 
10 Civic Center Plaza 

Santa Ana, California 92701 

BOARD OF SUPERVISORS 
Bill Campbell (Third District), Chair 

Chris Norby (Fourth District), Vice Chair 
Lou Correa (First District) 

Thomas W. Wilson (Fifth District) 
Jim Silva (Second District) 

COUNTY OFFICIALS 
Thomas G. Mauk, County Executive Officer 

John M.W. Moorlach, County Treasurer-Tax Collector 
David E. Sundstrom, County Auditor-Controller 

Thomas L. Beckett, Public Finance Manager 
Benjamin P. de Mayo, County Counsel 

SPECIAL SERVICES 
 

Bond Counsel and Disclosure Counsel 

Orrick, Herrington & Sutcliffe LLP 
 

Underwriter’s Counsel 

Nixon Peabody LLP 
 

Financial Advisor 

Sperry Capital Inc. 
Sausalito, California 

Trustee 

Deutsche Bank National Trust Company 



 

  

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor 
shall there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such 
person to make such an offer, solicitation or sale.  No dealer, broker, salesperson or other person has been 
authorized to give any information or to make any representations other than those contained in this 
Official Statement.  If given or made, such other information or representations must not be relied upon as 
having been authorized by the Authority or the Underwriters. 

The following sentence has been provided by the Underwriters for inclusion in this Official 
Statement: The Underwriters have reviewed the information in this Official Statement in accordance with, 
and as a part of, its responsibilities to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of 
such information. 

The information and expressions of opinion herein are subject to change without notice and 
neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, 
create any implication that there has been no change in the affairs of the Authority or the County since the 
date hereof.  This Official Statement is submitted in connection with the sale of the Bonds and may not be 
reproduced or used, in whole or in part, for any other purpose, unless authorized in writing by the 
Authority. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.  
Statements contained in this Official Statement that involve estimates, projections, forecasts or matters of 
opinion, whether or not expressly so described herein, are intended solely as such and are not to be 
construed as representations of facts. 

IN MAKING ANY INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN 
EXAMINATION OF THE AUTHORITY AND THE COUNTY AND THE TERMS OF THE 
OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.  THESE SECURITIES HAVE 
NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR 
REGULATORY AUTHORITY.  FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT 
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT.  
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE BONDS OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, MAY 
BE DISCONTINUED AT ANY TIME AND, IF DISCONTINUED, MAY BE RECOMMENCED AT 
ANY TIME. 

THE BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND 
EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED.  THE 
REGISTRATION, QUALIFICATION OR EXEMPTION OF THE BONDS IN ACCORDANCE WITH 
THE APPLICABLE SECURITIES LAWS OF THE JURISDICTIONS IN WHICH THE BONDS HAVE 
BEEN REGISTERED, QUALIFIED OR EXEMPTED SHOULD NOT BE REGARDED AS A 
RECOMMENDATION THEREOF. 
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$32,700,000 
ORANGE COUNTY PUBLIC FINANCING AUTHORITY 

LEASE REVENUE BONDS 
SERIES 2006 

INTRODUCTION 

Unless otherwise defined herein, all capitalized terms used herein shall have the definitions set 
forth in the Indenture or the Lease referred to below.  See APPENDIX D – “SUMMARY OF CERTAIN 
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS.” 

The purpose of this Official Statement, which includes the cover page and Appendices hereto 
(this “Official Statement”), is to furnish information concerning the Orange County Public Financing 
Authority (the “Authority”), a joint exercise of powers agency organized and existing under the laws of 
the State of California (the “State”), the County of Orange, California (the “County”), and certain other 
information in connection with the issuance and sale by the Authority of $32,700,000 Orange County 
Public Financing Authority Lease Revenue Bonds, Series 2006 (the “Bonds”). 

The Bonds will be issued pursuant to Articles 1 through 4 (commencing with Section 6500) of 
Chapter 5, of Division 7 of Title 1 of the State of California Government Code, an Indenture, dated as of 
October 1, 2006 (the “Indenture”), between the Authority and Deutsche Bank National Trust Company, 
as trustee (the “Trustee”), and a resolution of issuance adopted by the Board of Directors of the Authority 
on September 19, 2006.  The proceeds of the Bonds will be used by the Authority to (i) finance the 
construction of a cogeneration conversion project at the central utility facility of the County, (ii) fund the 
debt service reserve fund for the Bonds, and (iii) pay costs related to the issuance of the Bonds, including 
premium for bond insurance.  See “THE CENTRAL UTILITY FACILITY AND THE PROJECT.”   

In connection with the issuance of the Bonds, the County and the Authority will (a) enter into a  
Master Site Lease, dated as of October 1, 2006 (the “Site Lease”), pursuant to which the County will 
initially lease the County Operations Center and the Central Utility Facility, including the site upon which 
a portion of the Project will be located (as further described herein, the “Leased Facilities”) to the 
Authority, and (b) enter into a Master Facilities Lease, dated as of October 1, 2006 (the “Lease”), 
pursuant to which the Authority will lease the Leased Facilities back to the County.  The County is 
obligated under the Lease to pay Base Rental Payments to the Authority for the use and occupancy of the 
Leased Facilities.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—Base Rental 
Payments” and “—The Leased Facilities.” 

The Bonds are special limited obligations of the Authority payable from and secured by the Base 
Rental Payments to be made by the County under the Lease and certain amounts held under the Indenture.  
The Base Rental Payments are expected to be paid in such amounts and on such dates as will enable the 
Authority to pay the principal of and interest on the Bonds when due and payable.  See “SECURITY 
AND SOURCES OF PAYMENT FOR THE BONDS—Base Rental Payments.” The County has 
covenanted under the Lease that so long as the Leased Facilities are available for its use, the County will 
take such action as may be necessary to include the Rental Payments in its annual budget and to make the 
necessary annual appropriations therefor.  The obligation of the County to make Rental Payments (other 
than from the sources specified in the Lease) may be abated in whole or in part if the County does not 
have full use and occupancy of the Leased Facilities or any portion thereof.  See “CERTAIN RISK 
FACTORS—Abatement.” The Rental Payments will be payable from legally available funds of the 
County.  See APPENDIX A – “THE COUNTY—COUNTY FINANCIAL INFORMATION—County 
General Fund Budget.”  For information about the County, including current financial information, see 
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APPENDIX A – “THE COUNTY.”  The County’s audited general purpose financial statements for Fiscal 
Year ended June 30, 2005 are attached hereto as APPENDIX B. 

Pursuant to the Indenture, the Authority will assign to the Trustee for the benefit of the owners of 
the Bonds the Authority’s rights (except the Authority’s right to indemnification) and remedies under the 
Site Lease and the Lease, including its right to receive Base Rental Payments and its right to enforce 
amounts payable upon default.  See “CERTAIN RISK FACTORS—Limitations on Remedies” and 
APPENDIX D – “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL 
DOCUMENTS—THE MASTER FACILITIES LEASE—Defaults and Remedies.” 

Payment of scheduled principal of and interest on the Bonds when due will be insured by a 
financial guaranty insurance policy (the “Policy”) issued by MBIA Insurance Corporation (the “Bond 
Insurer” or “MBIA”).  See “BOND INSURANCE.” 

THE BONDS 

The Bonds will be dated their date of delivery and will mature on the dates and in the principal 
amounts and bear interest per annum at the rates set forth on the inside cover page of this Official 
Statement.  The Bonds will be issued as fully registered Bonds without coupons, in denominations of 
$5,000 or any integral multiple thereof. 

Interest on the Bonds will be payable on June 1 and December 1 of each year (each an “Interest 
Payment Date”), commencing December 1, 2006, and will be calculated based on a 360-day year of 
twelve 30-day months.  Interest with respect to any Bond will be payable by check mailed not later than 
the Interest Payment Date by first class mail to the respective Owners thereof at their respective 
addresses, as they appear on the Registration Books on the Record Date required to be maintained by the 
Trustee or at such other address as has been furnished to the Trustee in writing by the Owner on or prior 
to such Record Date, except that at the written request of an Owner of at least $1,000,000 in aggregate 
principal amount of Outstanding Bonds, filed with the Trustee prior to any Record Date, interest on such 
Bonds shall be paid to such Owner on each Interest Payment Date (unless such request has been revoked 
in writing) by wire transfer of immediately available funds to an account in the United States designated 
in such written request.  The principal of the Bonds are payable when due upon surrender thereof at the 
Trust Office in lawful money of the United States of America.  See “Book-Entry System” below. 

Redemption 

Extraordinary Redemption.  The Bonds are subject to redemption on any date prior to their 
respective stated maturities, as a whole or in part by lot within each stated maturity in integral multiples 
of $5,000 as determined by the Trustee, from insurance proceeds and eminent domain proceeds, to the 
extent provided in the Lease, in the event of damage to or destruction of the Leased Facilities, at a 
redemption price equal to the sum of the principal amount thereof, without premium, plus accrued interest 
thereon to the Redemption Date.  Whenever less than all of the Outstanding Bonds are to be redeemed on 
any one date, the Trustee shall select, in accordance with written directions from the Authority, the Bonds 
to be redeemed in part from the Outstanding Bonds so that the aggregate annual principal amount of and 
interest on Bonds that shall be payable after such Redemption Date shall be as nearly proportional as 
practicable to the aggregate annual principal amount of and interest on Bonds Outstanding prior to such 
Redemption Date. 

Notice of Redemption.  The Trustee on behalf and at the expense of the Authority will mail, by 
first class mail, notice of any redemption to the respective Owners of any Bonds designated for 
redemption at their respective addresses appearing on the Registration Books, and to the Securities 
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Depositories and to one or more Information Services, at least 30 but not more than 45 days prior to the 
date fixed for redemption; provided that such notice may be conditional and provided further that neither 
failure to receive any such notice so mailed nor any defect therein shall affect the validity of the 
proceedings for the redemption of such Bonds or the cessation of the accrual of interest thereon.  Such 
notice shall state the date of the notice, the redemption date, the redemption place and the redemption 
price and shall designate the CUSIP numbers, the Bond numbers and the maturity or maturities (in the 
event of redemption of all of the Bonds of such maturity or maturities in whole) of the Bonds to be 
redeemed, and shall require that such Bonds be then surrendered at the Trust Office of the Trustee for 
redemption at the redemption price, giving notice also that further interest on such Bonds will not accrue 
from and after the redemption date.  Neither the Authority nor the Trustee shall have any responsibility 
for any defect in the CUSIP number that appears on any Bond or in any redemption notice with respect 
thereto, and any such redemption notice may contain a statement to the effect that CUSIP numbers have 
been assigned by an independent service for convenience of reference and that neither the Authority nor 
the Trustee shall be liable for any inaccuracy in such numbers.  In the event only a portion of any Bond is 
called for redemption, then upon surrender of such Bond, the Authority shall execute and the Trustee shall 
authenticate and deliver to the Owner thereof, at the expense of the Authority, a new Bond or Bonds of 
the same series and maturity, of authorized denominations in aggregate principal amounts equal to the 
unredeemed portion of the Bond being redeemed. 

At the written direction of the County, the notice of redemption shall provide that such 
redemption is conditional upon receipt by the Trustee of sufficient moneys to redeem the Bonds or 
portion thereof (a “Conditional Redemption”).  The Trustee shall rescind any Conditional Redemption if 
sufficient moneys have not been deposited with the Trustee on or before the redemption date.  The 
Trustee shall give notice of rescission to the Owners of any Bonds designated for redemption by the same 
means and in the same manner described in the preceding paragraph.  The redemption shall be canceled 
once the Trustee has given notice of rescission.  Any portion of the Bonds subject to Conditional 
Redemption where such redemption has been rescinded shall remain outstanding, and neither the 
rescission nor the failure of funds being made available in part or in whole on or before the redemption 
date shall constitute an event of default under the Indenture. 

Effect of Redemption.  From and after the date fixed for redemption, if funds available for the 
payment of the principal of and interest on the Bonds called for redemption shall have been duly 
provided, the Bonds called for redemption shall cease to be entitled to any benefit under the Indenture 
other than the right to receive payment of the redemption price, and no interest shall accrue thereon from 
and after the redemption date.  All Bonds redeemed pursuant to the Indenture shall be cancelled by the 
Trustee and shall be delivered to or upon the order of the Authority.  All moneys held by or on behalf of 
the Trustee for the payment of the principal of or interest on the Bonds, whether at redemption or 
maturity, shall be held in trust for the account of the Owners thereof and the Trustee shall not be required 
to pay Owners any interest on, or be liable to Owners for any interest earned on, moneys so held. 

Book-Entry System 

The Depository Trust Company, New York, New York (“DTC”), will act as securities depository 
for the Bonds.  The Bonds shall initially be issued exclusively in book-entry form and will be registered 
in the name of Cede & Co., as DTC’s nominee.  So long as Cede & Co. is the registered owner of the 
Bonds (except as otherwise specified herein) references in this Official Statement to the Owners of the 
Bonds shall mean Cede & Co. and shall not mean the actual purchasers of the Bonds (except as otherwise 
specified herein).  See APPENDIX C – “BOOK-ENTRY SYSTEM.” 
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THE CENTRAL UTILITY FACILITY AND THE PROJECT 

Central Utility Facility.  The central utility facility (the “Central Utility Facility”) is located at 525 
N. Flower Street in Santa Ana, California.  The facility is approximately 18,078 square feet and was built 
in 1968.  The facility operates continuously, supplying heating and cooling to the Civic Center Campus in 
Santa Ana.   

The Central Utility Facility building houses three (3) steam boilers ranging from 35,000 pph to 
70,000 pph for steam production and five (5) chillers ranging from 900 to 2000 tons for chilled water 
production.  All major transformers for electricity supplied to County Sheriff operations in the Civic 
Center, the Central Justice Center and the Central Utility Facility are located in the building.  Ancillary 
mechanical equipment and electrical switchgear are also located in the Central Utility Facility building.   

The Central Utility Facility produces steam heat for heating, laundry, cooking and hot water 
usage.  Chilled water is produced for comfort cooling.  The Central Utility Facility supplies steam and 
comfort cooling to approximately 3 million square feet in City of Santa Ana, State of California, Federal 
and all County buildings in the Civic Center Campus.  The County purchases electricity from Southern 
California Edison.  

The Project.  The portion of the Project to be included in the Leased Facilities consists of 
purchasing and installing equipment, including two natural gas powered electrical generators, heat 
recovery steam generators and an electrical substation and switchgear and constructing a controlled 
access building and infrastructure to secure and house the equipment and provide for monitoring and 
control by operations staff.  The Project is planned to have 10.4 MW of electric generating capacity.  
Approximately 56,000 lbs/hr of steam will be generated from the waste heat produced by two turbine 
generators to be installed in the new cogeneration facility. Redundant power capability will be maintained 
through access to the Southern California Edison electrical grid. 

During construction of the Project, the County has also determined to simultaneously upgrade the 
aging utility piping that serves the Civic Center Campus for steam and chilled water. Improved 
monitoring and control equipment will be installed throughout the network to improve efficiency and 
network management.  Combining the utility upgrades with the necessary infrastructure and conduit 
installation required for the cogeneration system distribution network will reduce construction costs and 
impacts in the Civic Center Campus when compared to the work being done under different contracts and 
at different times.  The infrastructure and conduit network will not be included as part of  the Leased 
Facilities. 

The net present value of the investment to construct the Project and upgrade the utility piping was 
calculated to have a simple payback on construction costs within 8 years.  A substantial increase in the 
price of natural gas could adversely affect the value of the Project to the County and could lengthen the 
payback period. 

THE LEASED FACILITIES 

General.  Initially, the County Operations Center and the Central Utility Facility, including the 
site on which a portion of the Project is to be constructed, will be subject to the leasehold of the Site 
Lease and the Lease.  See “THE CENTRAL UTILITY FACILITY AND PROJECT” for a description of 
the Central Utility Facility and the Project herein. 

County Operations Center.  The County Operations/Data Center (the “County Operations 
Center”), is located at 1300 and 1400 South Grand Avenue in Santa Ana, California.  The County 
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Operations Center has a total site area of 30.72 acres and is improved with four buildings (Bldgs. A 
through D).  The buildings have a total area of 257,603 square feet and are further described as follows: 

• Building A (1300 S. Grand Ave.) is the Purchasing Administration & Warehouse facility 
built in 1970 with a gross area of approximately 52,085 square feet.  This building has 45 
percent of its floor area improved to office space with the remaining area devoted to a print 
shop facility and warehouse.  This facility is of concrete tilt-up construction. 

• Building B (1300 S. Grand Ave.) is the Community Services Agency Headquarter.  This 
facility was built in 1972 and has a total area of approximately 50,920 square feet.  The 
building has three stories with an estimated 80 percent of the floor area built-out as office 
space.  The remainder area is improved with warehouse-type space.  This facility is of 
concrete tilt-up construction. 

• Building C (1300 S. Grand Ave.) is an office/warehouse building housing the Registrar of 
Voters and the Public Administrator/Guardian.  This facility was built in 1976, contains 
approximately 91,667 square feet, and is primarily comprised of warehouse space with some 
office build-out.  The building is of concrete tilt-up construction. 

• Building D (1400 S. Grand Avenue), known as the Data Center Facility, was built in 1992 
and serves as a computing and telecommunications center.  The building contains a gross area 
of approximately 62,931 square feet including 35,000 square feet of raised floor build-out.   

The County Operations Center contains various County services which include Purchasing 
Administration Space and Warehouse, Public Administrator/Guardian, Community Services Agency 
Administration Space, Veteran’s Service Office, Human Relations Commission, Reprographics, Registrar 
of Voters, Area Agency on Aging, and other services. 

Release of County Operations Center.  Upon the completion of the Project, the County 
Operations Center will be released from the leasehold created under the Lease and Site Lease after the 
County has filed with the Authority and the Trustee:  (i) a Certificate of the County stating that the 
County has beneficial use of the Central Utility Facility, including the Project; and (ii) a Certificate of the 
County containing the amended description of the Leased Facilities and stating that such documents have 
been duly recorded in the official records of the County Recorder of the County. 

Substitution, Release and Addition of Property.  In addition to the release of the County 
Operations Center, the County may substitute, release or add other property for the Leased Facilities, in 
each case subject to the terms and conditions of the Lease.  See “SECURITY AND SOURCES OF 
PAYMENTS FOR THE BONDS – Substitution, Release, Addition of Property to Leased Facilities.”  The 
remedies of terminating the Lease and reletting the Leased Facilities are not available to the Authority or 
the Trustee. 
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SOURCES AND USES OF FUNDS 

The proceeds from the sale of the Bonds and other available amounts are estimated to be applied 
as follows: 

Estimated Sources:  

Bond proceeds(1) $34,840,046.85 
  
Estimated Uses:  

Deposit to Acquisition and Construction Fund $32,556,091.42 
Deposit to Reserve Fund 1,742,002.34 
Costs of Issuance (2) 541,953.09 
 TOTAL USES $34,840,046.85 
  
_____________________ 
(1) Includes net premium of $2,140,046.85. 
(2) Costs of Issuance include amounts to pay legal fees, financial advisory fees, rating agency fees, bond 

insurance premium, printing costs and other issuance costs, including the underwriters’ discount. 

BOND DEBT SERVICE SCHEDULE 

The following is the debt service schedule for the Bonds. 

Bond Year 
(ending June 1) Principal Interest Total Debt Service 

2007  $     938,073 $     938,073 
2008  1,521,200 1,521,200 
2009 $  2,680,000 1,521,200 4,201,200 
2010 2,785,000 1,414,000 4,199,000 
2011 2,900,000 1,302,600 4,202,600 
2012 3,015,000 1,186,600 4,201,600 
2013 3,135,000 1,066,000 4,201,000 
2014 3,290,000 909,250 4,199,250 
2015 3,455,000 744,750 4,199,750 
2016 3,630,000 572,000 4,202,000 
2017 3,810,000 390,500 4,200,500 
2018         4,000,000                200,000             4,200,000     

     $32,700,000         $11,766,173         $44,466,173     
    

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 

Base Rental Payments 

The Bonds are secured by and payable from the Base Rental Payments that are to be made by the 
County to the Authority under the Lease so long as the County has use and possession of the Leased 
Facilities.  The Base Rental Payments are expected to be paid in such amounts and on such dates as will 
enable the Authority to pay the principal of and interest on the Bonds when due and payable.  The Lease 
requires the County to make Base Rental Payments on the fifteenth day of the month preceding each 
interest payment date, in payment for the use and possession of the Leased Facilities. 
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The County has covenanted in the Lease to take such action as may be necessary to include the 
Base Rental Payments in its annual budgets and to make the necessary annual appropriations for such 
payments.  See APPENDIX A – “THE COUNTY—COUNTY FINANCIAL INFORMATION—County 
General Fund Budget.” 

All Base Rental Payments will be paid directly by the County to the Trustee and will be held in 
trust by the Trustee in the Revenue Fund under the terms of the Indenture.  Pursuant to the Indenture, on 
or before each Interest Payment Date the Trustee will apply such amounts in the Revenue Fund as are 
necessary to make principal and interest payments with respect to the Bonds as the same shall become 
due and payable.  Base Rental Payments are expected to be used, first, for payment of interest on the 
Bonds; second, for payment of the principal of the Bonds as it becomes payable; and third, for 
replenishment of the Reserve Fund as provided in the Indenture.  After making any deposits necessary for 
the foregoing purposes, the Trustee will transfer any amounts remaining in the Revenue Fund to or upon 
the direction of the County to be used for any lawful County purpose. 

The Base Rental Payments will be abated proportionately during any period in which, by reason 
of any damage to or destruction of the Leased Facilities, there is substantial interference with the use and 
occupancy of the Leased Facilities by the County.  The abatement will continue for the period 
commencing on the date of such damage or destruction and ending on the date of completion of the work 
to repair or of the replacement of the damaged or destroyed Leased Facilities.  Any abatement of Base 
Rental Payments could affect the Authority’s ability to pay debt service on the Bonds, even though the 
Lease requires the County to maintain rental interruption insurance and the Indenture establishes a 
Reserve Fund.  See “CERTAIN RISK FACTORS—Abatement.” 

THE BASE RENTAL PAYMENTS DO NOT CONSTITUTE AN OBLIGATION FOR WHICH 
THE COUNTY IS OBLIGATED TO LEVY ANY FORM OF TAXATION OR FOR WHICH THE 
COUNTY HAS LEVIED ANY FORM OF TAXATION.  THE BONDS DO NOT CONSTITUTE AN 
INDEBTEDNESS OF THE COUNTY, THE STATE OF CALIFORNIA OR ANY POLITICAL 
SUBDIVISION THEREOF WITHIN THE MEANING OF THE CONSTITUTION OR ANY 
STATUTORY DEBT LIMITATION OR RESTRICTION. 

If the County defaults on its covenants in the Lease to include Base Rental Payments in the 
applicable annual budgets, the Trustee, to the extent set forth in the Lease, may retain the Lease and hold 
the County liable for all Base Rental Payments on an annual basis.  In no event, however, may Base 
Rental Payments be accelerated.  The remedies of terminating the Lease and reletting the Leased 
Facilities are not available to the Authority or the Trustee.  See “CERTAIN RISK FACTORS—
Limitations on Remedies.” 

The Leased Facilities 

In connection with the issuance of the Bonds, the County will lease the Leased Facilities to the 
Authority under the terms of the Site Lease.  See “THE LEASED FACILITIES.”  Under the Lease, the 
Authority will lease back the Leased Facilities to the County.  Upon expiration of the Lease, title to the 
Leased Facilities will vest in the County.   

Upon completion of the Project, the County Operations Center will be released from the Site 
Lease and Lease pursuant to the provisions of the Lease.  In addition, the County may substitute, release 
or add other property for the Leased Facilities, in each case subject to the terms and conditions of the 
Lease.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—Substitution, Release, 
Addition of Property to Leased Facilities.” 
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Reserve Fund 

The Indenture establishes a Reserve Fund, the moneys in which will be held in trust as a reserve 
for the payment when due of all debt service payments on the Bonds or to make the final payment on the 
Bonds at maturity.  Under the Indenture, the Reserve Fund Requirement means an amount equal to one-
half of the least of (i) ten percent of the original proceeds of the Bonds; (ii) maximum annual debt service 
on all Bonds Outstanding; or (iii) 125% of average annual debt service on all Bonds Outstanding.  So 
long as the Authority is not in default under the Indenture, any amounts on deposit in the Reserve Fund in 
excess of the Reserve Fund Requirement on any Interest Payment Date will be transferred to the Interest 
Account of the Revenue Fund.  In lieu of funding the Reserve Fund with cash or investment securities, 
the Authority at its option may fund all or any portion of the Reserve Fund Requirement by providing to 
the Trustee a surety bond, an insurance policy or a letter of credit issued by a financial institution or 
municipal bond insurance company or similar entity meeting the requirements of the Indenture in an 
amount sufficient, together with other available funds on deposit in the Reserve Fund, so that the sum on 
deposit in the Reserve Fund shall equal the Reserve Fund Requirement.  Upon the issuance of the Bonds, 
the Reserve Fund will be cash funded in an amount equal to the Reserve Requirement.  See 
APPENDIX D – “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL 
DOCUMENTS—THE INDENTURE—Creation and Application of Funds and Accounts.” 

Action on Default 

The County expects to lease the Leased Facilities for the full term and to make all scheduled Base 
Rental Payments under the Lease.  Should the County default under the Lease, however, the Trustee, as 
the Authority’s assignee, may retain the Lease and hold the County liable for each installment of Base 
Rental Payments as it becomes due.  The remedies of terminating the Lease and reletting the Leased 
Facilities are not available to the Authority or the Trustee.  See APPENDIX D – “SUMMARY OF 
CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS—THE MASTER FACILITIES 
LEASE-—Defaults and Remedies.” See also “CERTAIN RISK FACTORS—Limitations on Remedies.” 

In no event may Base Rental Payments due over the term of the Lease be accelerated.  In the 
event of a default, only Base Rental Payments for the then-current Fiscal Year, to the extent of funds 
already appropriated but not already paid, may be enforced.  See “CERTAIN RISK FACTORS—No 
Acceleration Upon Default.” 

Insurance 

The County covenants in the Lease to maintain or cause to be maintained rental interruption 
insurance (provided such insurance is commercially available and subject to a reasonable deductible) in 
an amount sufficient to pay the maximum annual Base Rental Payments for any two-year period (subject 
to a deductible not to exceed $100,000), as well as fire and extended coverage insurance on the Leased 
Facilities (subject to a deductible not to exceed $100,000), in an amount equal to the lesser of all 
outstanding principal components of Base Rental Payments due under the Lease or the full replacement 
value of the Leased Facilities.  The County will also obtain title insurance covering the Leased Facilities 
in accordance with the terms of the Lease.  See APPENDIX D – “SUMMARY OF CERTAIN 
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS—THE MASTER FACILITIES LEASE—
Insurance.” 

Net insurance proceeds of fire and extended coverage insurance shall be used to replace or repair 
the Leased Facilities or, if the County so elects, may be applied to the prepayment of Base Rental 
Payments and a corresponding redemption of the Bonds.  See “THE BONDS—Redemption.” 
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Substitution, Release, Addition of Property to Leased Facilities 

The County and the Authority, with the consent of the Bond Insurer, may substitute, release or 
add real property and the improvements, buildings, fixtures and equipment thereon for all or a part of the 
Leased Facilities for purposes of the Lease and the Site Lease, subject to the terms and conditions of the 
Lease.  The Lease requires the County to provide to the Trustee, among other things, evidence that the 
annual fair rental value (which may be based on the construction or acquisition cost or replacement cost 
of such facility to the County) of the facilities that will constitute the Leased Facilities after such 
substitution, release or addition will be at least equal to 100% of the maximum amount of Base Rental 
Payments becoming due in the then current fiscal year or in any subsequent fiscal year, as well as 
assurances that the substitution, release or addition does not adversely affect the County’s use and 
occupancy of the Leased Facilities or the tax-exempt status of interest on the Bonds.  See APPENDIX D 
– “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS—THE 
MASTER FACILITIES LEASE—Substitution; Release, Addition of Property.” 

Additional Bonds 

In addition to the Bonds, the Authority and the Trustee may by supplemental Indenture provide 
for the issuance of Additional Bonds, subject to satisfaction of certain provisions contained in the 
Indenture.  Additional Bonds will be payable from the Revenues as provided in the Indenture and secured 
by a pledge of and charge and lien upon the Revenues equal to the pledge, charge and lien securing the 
outstanding Bonds theretofore issued under the Indenture, subject to the terms and conditions of the 
Indenture.  See “APPENDIX D – SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL 
DOCUMENTS – THE INDENTURE – Additional Bonds” herein.   

BOND INSURANCE 

The following information concerning the Bond Insurer and the Policy has been furnished by the 
Bond Insurer for use in this Official Statement, and has not been independently certified or verified by the 
Authority.  No representation is made by the Authority as to the accuracy, completeness, or adequacy of 
such information or as to the absence of material adverse changes in the condition of the Bond Insurer 
subsequent to the date of this Official Statement.  Reference is made to APPENDIX G for a specimen of 
the Policy. 

MBIA does not accept any responsibility for the accuracy or completeness of this Official 
Statement or any information or disclosure contained herein, or omitted herefrom, other than with respect 
to the accuracy of the information regarding the Policy and MBIA set forth under the heading “BOND 
INSURANCE”.  Additionally, MBIA makes no representation regarding the Bonds or the advisability of 
investing in the Bonds. 

MBIA Insurance Policy.  The Policy unconditionally and irrevocably guarantees the full and 
complete payment required to be made by or on behalf of the Authority to the Trustee or its successor of 
an amount equal to (i) the principal of (either at the stated maturity or by an advancement of maturity 
pursuant to a mandatory sinking fund payment) and interest on, the Bonds as such payments shall become 
due but shall not be so paid (except that in the event of any acceleration of the due date of such principal 
by reason of mandatory or optional redemption or acceleration resulting from default or otherwise, other 
than any advancement of maturity pursuant to a mandatory sinking fund payment, the payments 
guaranteed by the Policy shall be made in such amounts and at such times as such payments of principal 
would have been due had there not been any such acceleration, unless MBIA elects in its sole discretion, 
to pay in whole or in part any principal due by reason of such acceleration); and (ii) the reimbursement of 
any such payment which is subsequently recovered from any owner of the Bonds pursuant to a final 
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judgment by a court of competent jurisdiction that such payment constitutes an avoidable preference to 
such owner within the meaning of any applicable bankruptcy law (a “Preference”). 

The Policy does not insure against loss of any prepayment premium which may at any time be 
payable with respect to any Bonds.  The Policy does not, under any circumstance, insure against loss 
relating to:  (i) optional or mandatory redemptions (other than mandatory sinking fund redemptions); (ii) 
any payments to be made on an accelerated basis; (iii) payments of the purchase price of Bonds upon 
tender by an owner thereof; or (iv) any Preference relating to (i) through (iii) above.  The Policy also does 
not insure against nonpayment of principal of or interest on the Bonds resulting from the insolvency, 
negligence or any other act or omission of the Trustee or any other paying agent for the Bonds. 

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing 
by registered or certified mail, or upon receipt of written notice by registered or certified mail, by MBIA 
from the Trustee or any owner of a Bond the payment of an insured amount for which is then due, that 
such required payment has not been made, MBIA on the due date of such payment or within one business 
day after receipt of notice of such nonpayment, whichever is later, will make a deposit of funds, in an 
account with U.S. Bank Trust National Association, in New York, New York, or its successor, sufficient 
for the payment of any such insured amounts which are then due.  Upon presentment and surrender of 
such Bonds or presentment of such other proof of ownership of the Bonds, together with any appropriate 
instruments of assignment to evidence the assignment of the insured amounts due on the Bonds as are 
paid by MBIA, and appropriate instruments to effect the appointment of MBIA as agent for such owners 
of the Bonds in any legal proceeding related to payment of insured amounts on the Bonds, such 
instruments being in a form satisfactory to U.S. Bank Trust National Association, U.S. Bank Trust 
National Association shall disburse to such owners or the Trustee payment of the insured amounts due on 
such Bonds, less any amount held by the Trustee for the payment of such insured amounts and legally 
available therefor. 

MBIA Insurance Corporation.  MBIA Insurance Corporation (“MBIA”) is the principal 
operating subsidiary of MBIA Inc., a New York Stock Exchange listed company (the “Company”).  The 
Company is not obligated to pay the debts of or claims against MBIA.  MBIA is domiciled in the State of 
New York and licensed to do business in and subject to regulation under the laws of all 50 states, the 
District of Columbia, the Commonwealth of Puerto Rico, the Commonwealth of the Northern Mariana 
Islands, the Virgin Islands of the United States and the Territory of Guam.  MBIA, either directly or 
through subsidiaries, is licensed to do business in the Republic of France, the United Kingdom and the 
Kingdom of Spain and is subject to regulation under the laws of those jurisdictions. 

The principal executive offices of MBIA are located at 113 King Street, Armonk, New York 
10504 and the main telephone number at that address is (914) 273-4545. 

Regulation.  As a financial guaranty insurance company licensed to do business in the State of 
New York, MBIA is subject to the New York Insurance Law which, among other things, prescribes 
minimum capital requirements and contingency reserves against liabilities for MBIA, limits the classes 
and concentrations of investments that are made by MBIA and requires the approval of policy rates and 
forms that are employed by MBIA.  State law also regulates the amount of both the aggregate and 
individual risks that may be insured by MBIA, the payment of dividends by MBIA, changes in control 
with respect to MBIA and transactions among MBIA and its affiliates. 

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 
76 of the New York Insurance Law. 
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Financial Strength Ratings of MBIA.  Moody’s Investors Service, Inc. rates the financial 
strength of MBIA “Aaa.” 

Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. rates the financial strength of 
MBIA “AAA.” 

Fitch Ratings rates the financial strength of MBIA “AAA.” 

Each rating of MBIA should be evaluated independently.  The ratings reflect the respective rating 
agency’s current assessment of the creditworthiness of MBIA and its ability to pay claims on its policies 
of insurance.  Any further explanation as to the significance of the above ratings may be obtained only 
from the applicable rating agency. 

The above ratings are not recommendations to buy, sell or hold the Bonds, and such ratings may 
be subject to revision or withdrawal at any time by the rating agencies.  Any downward revision or 
withdrawal of any of the above ratings may have an adverse effect on the market price of the Bonds.  
MBIA does not guaranty the market price of the Bonds nor does it guaranty that the ratings on the Bonds 
will not be revised or withdrawn. 

MBIA Financial Information.  As of December 31, 2005, MBIA had admitted assets of $11.0 
billion (audited), total liabilities of $7.2 billion (audited), and total capital and surplus of $3.8 billion 
(audited), each as determined in accordance with statutory accounting practices prescribed or permitted 
by insurance regulatory authorities.  As of June 30, 2006, MBIA had admitted assets of $11.3 billion 
(unaudited), total liabilities of $6.9 billion (unaudited), and total capital and surplus of $4.3 billion 
(unaudited), each as determined in accordance with statutory accounting practices prescribed or permitted 
by insurance regulatory authorities. 

For further information concerning MBIA, see the consolidated financial statements of MBIA 
and its subsidiaries as of December 31, 2005 and December 31, 2004 and for each of the three years in the 
period ended December 31, 2005, prepared in accordance with generally accepted accounting principles, 
included in the Annual Report on Form 10-K of the Company for the year ended December 31, 2005 and 
the consolidated financial statements of MBIA and its subsidiaries as of June 30, 2006 and for the six 
month periods ended June 30, 2006 and June 30, 2005 included in the Quarterly Report on Form 10-Q of 
the Company for the period ended June 30, 2006, which are hereby incorporated by reference into this 
Official Statement and shall be deemed to be a part hereof. 

Copies of the statutory financial statements filed by MBIA with the State of New York Insurance 
Department are available over the Internet at the Company’s web site at http://www.mbia.com and at no 
cost, upon request to MBIA at its principal executive offices. 

Incorporation of Certain Documents by Reference.  The following documents filed by the 
Company with the Securities and Exchange Commission (the “SEC”) are incorporated by reference into 
this Official Statement: 

(1) The Company’s Annual Report on Form 10-K for the year ended December 31, 2005; 
and 

(2) The Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2006. 

Any documents, including any financial statements of MBIA and its subsidiaries that are included 
therein or attached as exhibits thereto, filed by the Company pursuant to Sections 13(a), 13(c), 14 or 15(d) 
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of the Exchange Act after the date of the Company’s most recent Quarterly Report on Form 10-Q or 
Annual Report on Form 10-K, and prior to the termination of the offering of the Bonds offered hereby 
shall be deemed to be incorporated by reference in this Official Statement and to be a part hereof from the 
respective dates of filing such documents. Any statement contained in a document incorporated or 
deemed to be incorporated by reference herein, or contained in this Official Statement, shall be deemed to 
be modified or superseded for purposes of this Official Statement to the extent that a statement contained 
herein or in any other subsequently filed document which also is or is deemed to be incorporated by 
reference herein modifies or supersedes such statement.  Any such statement so modified or superseded 
shall not be deemed, except as so modified or superseded, to constitute a part of this Official Statement. 

The Company files annual, quarterly and special reports, information statements and other 
information with the SEC under File No. 1-9583.  Copies of the Company’s SEC filings (including (1) the 
Company’s Annual Report on Form 10-K for the year ended December 31, 2005, and (2) the Company’s 
Quarterly Reports on Form 10-Q for the quarters ended March 31, 2006 and June 30, 2006 are available 
(i) over the Internet at the SEC’s web site at �Hhttp://www.sec.gov; (ii) at the SEC’s public reference room 
in Washington, D.C. (iii) over the Internet at the Company’s web site at http://www.mbia.com; and (iv) at 
no cost, upon request to MBIA at its principal executive offices. 

In the event the Bond Insurer were to become insolvent, any claims arising under a policy of 
financial guaranty insurance are excluded from coverage by the California Insurance Guaranty 
Association, established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1 of Part 2 
of Division 1 of the California Insurance Code. 

THE AUTHORITY 

The Authority was formed pursuant to the provisions of Articles 1 through 4 of Chapter 5 of 
Division 7 of Title 1 of the California Government Code and a Joint Exercise of Powers Agreement, dated 
October 7, 1997, as amended, by and between the County and the Orange County Development Agency 
(the “Agency”).  The Authority was formed to assist the County in financing public capital improvements 
and other projects.  The Authority functions as an independent entity and its policies are determined by a 
five-member board consisting of the members of the County Board of Supervisors.  The Authority has no 
employees and all staff work is done by County staff or by consultants to the Authority.  The County and 
the Agency are not responsible in any manner for the debts and obligations of the Authority. 

THE COUNTY 

See APPENDIX A – “THE COUNTY” for more information regarding the County. 

CERTAIN RISK FACTORS 

The following section describes certain risk factors affecting the payment of and security for the 
Bonds.  The following discussion of risks is not meant to be an exhaustive list of the risks associated with 
the purchase of the Bonds and does not necessarily reflect the relative importance of the various risks.  
Potential investors are advised to consider the following factors along with all other information in this 
Official Statement in evaluating the Bonds.  There can be no assurance that other risk factors will not 
become material in the future. 

Limited Obligation 

The Bonds are limited obligations of the Authority payable solely from the Base Rental Payments 
to be made by the County pursuant to the Lease, and the purchaser must assume the entire risk that the 
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County will meet its obligations under the Lease.  The County has the obligation to make the Base Rental 
Payments specified in the Lease for each Fiscal Year for which the Lease is in force, but only to the 
extent to which the County has use and possession of the Leased Facilities.  However, Base Rental 
Payments will not be made in the event of an abatement, and there is no assurance that funds will be 
available for payment of the Bonds.  See “Limitation on Sources of Revenues” below. 

The Base Rental Payments are payable from the County’s General Fund, from which a number of 
other debts and obligations of the County now existing or which may be incurred in the future will also be 
payable.  See APPENDIX A – “THE COUNTY” and APPENDIX B – “AUDITED BASIC FINANCIAL 
STATEMENTS OF THE COUNTY FOR FISCAL YEAR ENDED JUNE 30, 2005.” 

Limitation on Sources of Revenues 

There are limitations on the ability of the County to increase revenues payable to the General 
Fund.  The ability of the County to increase the ad valorem property taxes (which has historically been a 
primary source of revenues for counties in California) is limited pursuant to Article XIII A of the State 
Constitution, which was enacted in 1978.  In addition, California voters in 1986 approved an initiative 
statute that limits the imposition of new or higher taxes by local agencies, including the County.  In 1996, 
voters approved Proposition 218, which adds Articles XIII C and XIII D to the State Constitution.  See 
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS.”  
These same legal limitations generally restrict the ability of counties to increase fees in excess of the 
amount needed to provide the service or facilities with respect to which such fees are charged.  Additional 
limitations may also be imposed through legislation or initiatives. 

At the same time that limitations have been imposed on the ability of the County to raise 
revenues, State and federally mandated expenditures for justice, health and welfare have increased.  In 
recent years, the annual increase in mandated expenditures has exceeded the annual increase in County 
revenues.  Recently enacted Proposition 1A prohibits the State from mandating activities on counties 
without providing required funding.  See “CONSTITUTIONAL AND STATUTORY LIMITATIONS 
ON TAXES AND APPROPRIATIONS—Proposition 1A.”  In the event the County’s revenue sources 
are less than its total obligations, the County could choose to fund other municipal services before making 
Base Rental Payments.  See “Recurring State Budget Deficits” below. 

Abatement 

The obligation of the County under the Lease to make Base Rental Payments is in consideration 
for the use and right of possession of the Leased Facilities.  The obligation of the County to make Base 
Rental Payments may be abated in whole or in part if the County does not have full use and right of 
possession of the Leased Facilities. 

The amount of Base Rental Payments due under the Lease will be abated during any period in 
which by reason of damage or destruction there is substantial interference in the County’s use and right of 
possession of the Leased Facilities.  Such damage could be caused by earthquake or other calamity.  The 
County is not required to maintain earthquake insurance under the Lease.  Any such abatement will 
continue for the period commencing with the date of such damage or destruction and ending with the 
restoration of the Leased Facilities or any portion thereof to a useable condition.  Reserve Fund moneys 
and the proceeds of rental interruption insurance may be used by the Trustee to make payments with 
respect to the Bonds in the event Base Rental Payments received by the Trustee are insufficient to pay 
principal of or interest on the Bonds as such amounts become due.  In the event Base Rental Payments 
are abated, no assurances can be given that moneys on deposit in the Revenue Fund and Reserve Fund 
or that the proceeds of rental interruption insurance will be sufficient to pay the debt service on the 
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Bonds.  In addition, even if such amounts are sufficient to make such payments, moneys remaining in the 
Reserve Fund after such payments may be less than the Reserve Fund Requirement. 

Limitations on Remedies 

In the event of default by the County under the Lease, the remedies provided in the Lease may be 
unenforceable due to the application of principles of equity or state and federal laws relating to 
bankruptcy, moratorium, reorganization and creditors rights generally. 

The enforcement of any of the remedies provided in the Lease could prove both expensive and 
time consuming.  The rights of the Authority under the Lease have been assigned to the Trustee pursuant 
to the Indenture, and the Trustee is expected to undertake any remedies against the County in the case of 
an event of default.  The remedies available under the Lease are limited to the Trustee suing for Base 
Rental Payments as each installment becomes due or such other remedy that does not permit any party 
other than the County to use, maintain, own, occupy, encumber or sell the Leased Facilities.  The remedy 
of terminating the Lease or reletting the Leased Facilities will not be available to the Trustee.  See 
APPENDIX D – “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL 
DOCUMENTS—THE MASTER FACILITIES LEASE—Defaults and Remedies.” 

In addition, the enforceability of the rights and remedies of the Trustee and the Owners of the 
Bonds, and the obligations of the County under the Lease, may become subject to the United States 
Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium or similar laws 
relating to or affecting the enforcement of creditors’ rights now or hereafter in effect; equity principles 
that may limit the specific enforcement under State law of certain remedies; the exercise by the United 
States of America of the powers delegated to it by the Constitution; and the reasonable and necessary 
exercise, in certain exceptional situations, of the police powers inherent in the sovereignty of the State and 
its governmental bodies in the interest of serving a significant and legitimate public purpose. 

No Acceleration Upon Default 

In the event of a default, there is no remedy of acceleration of the Base Rental Payments due over 
the term of the Lease.  The County will only be liable for Base Rental Payments for the then-current 
Fiscal Year to the extent of funds already appropriated.  See APPENDIX D – “SUMMARY OF 
CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS—THE MASTER FACILITIES 
LEASE—Defaults and Remedies.” 

Bankruptcy 

In a bankruptcy of the County, the Authority or its assignee and the Owners may be prohibited 
from taking any action against the County, any official of the County, or any property of the County 
(including the Leased Facilities) to enforce the terms of the Lease, unless the consent of the bankruptcy 
court in such bankruptcy is first obtained.  The bankruptcy court is not required to give its consent.  This 
prohibition on action may even prohibit the Trustee from using funds in its possession to make payments 
on the Bonds.  As a result, Owners may experience delays in the payment of the Bonds. 

In a bankruptcy case, a plan of adjustment for the County could be confirmed that would allow 
for enforcement of the Lease, but the priority, interest rate, payment terms, collateral, maturity dates, 
payment sources, covenants and other terms or provisions of the Lease and the Bonds may be altered by 
the bankruptcy court.  Such a plan could be confirmed even over the objections of the Authority or its 
assignee and the Owners, and without their consent. 
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In addition, if the Lease is determined to constitute a “true lease” by the bankruptcy court (rather 
than a financing lease providing for the extension of credit), the County could choose not to perform 
under the Lease and the claim of the Owners could be substantially limited.  An allowable claim could be 
substantially less than the amount of the Bonds outstanding, resulting in the Owners suffering a 
substantial loss. 

Changes in Law 

There can be no assurance that the State Legislature will not at some future time enact legislation 
that will amend or create laws resulting in a reduction of moneys securing or available to make the Base 
Rental Payments.  Similarly, the California electorate could adopt initiatives or the State Legislature could 
adopt legislation with the approval of the electorate amending the State Constitution, which could have 
the effect of reducing moneys securing or available to pay the Base Rental Payments.  See for example 
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS—
Articles XIII C and XIII D of the State Constitution” and “—Statutory Limitations.” 

Recurring State Budget Deficits 

The State has been experiencing budgetary shortfalls in recent fiscal years.  Although the ability 
of the State to use local government revenues to balance future State budgets has been limited by recently 
enacted Proposition 1A, State budget decisions may still have a profound impact on the County as the 
provider of many State mandated services.  See “STATE OF CALIFORNIA BUDGET 
INFORMATION” below. 

STATE OF CALIFORNIA BUDGET INFORMATION 

The following information concerning the State of California’s budgets has been obtained from 
publicly available information which the County believes to be reliable; however, the County takes no 
responsibility as to the accuracy or completeness thereof and has not independently verified such 
information.  Information about the State budget is regularly available at various State-maintained 
websites.  Text of the State budget may be found at the Department of Finance website, www.dof.ca.gov, 
under the heading “California Budget.”  An impartial analysis of the State budget is posted by the Office 
of the Legislative Analyst (the “LAO”) at www.lao.ca.gov.  In addition, various State of California 
official statements, many of which contain a summary of the current and past State budgets, may be found 
at the website of the State Treasurer, www.treasurer.ca.gov.  The information referred to is prepared by 
the respective State agency maintaining each website and not by the County or the Underwriters, and the 
County and the Underwriters take no responsibility for the continued accuracy of the internet addresses or 
for the accuracy or timeliness of information posted there, and such information is not incorporated herein 
by these references. 

State Budget for Fiscal Year 2005-06 

On July 11, 2005, Governor Schwarzenegger signed the 2005-06 Budget Act.  The 2005-06 
Budget Act projected 2005-06 General Fund revenues of $84.5 billion, expenditures of $90 billion and an 
ending reserve balance of $1.3 billion (including an allowance for $900 million of tax refunds which the 
State might be obligated to make). 

The Governor’s original budget identified a budget shortfall of $8.6 billion without 
implementation of the policy changes identified in the Governor’s budget proposal.  However, the upward 
revision in Fiscal Year 2004-05 and 2005-06 projected tax revenues, among other factors, permitted the 
Governor to address a smaller budget shortfall of $6 billion and to maintain a $500 million reserve 
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through $6.5 billion of expenditure and savings “solutions,” and without tax increases.  The 2005-06 
Budget Act also eliminated the proposed issuance of additional “Economic Recovery Bonds,” which were 
to provide $1.7 billion to the General Fund in the original budget proposal. 

The 2005-06 Budget Act assumed local government revenues would increase during the next few 
years due in part to increases in property taxes and sales and use tax to local governments.  Property taxes 
and sales and use tax are major sources of discretionary revenue for local governments, including the 
County.  The 2005-06 Budget Act projected property taxes to local governments to be approximately 
$22.98 billion, an increase of 14 percent above the amount expected to be received in the Fiscal Year 
2004-05, as a result of the strong housing market and increased sales of non-residential real estate.  The 
sales and use tax in Fiscal Year 2005-06 was also expected to increase by approximately 4.5 percent 
above the amount expected to be received in Fiscal Year 2004-05.  The sales and use tax was expected to 
provide local governments with over $4 billion for discretionary purposes, in addition to $2.7 billion for 
public safety, $2.7 billion for health programs and $1.3 billion for county transportation purposes.  In 
addition, the 2005-06 Budget Act projected VLF revenues, which provide funding for local health 
programs, to increase by 4.0 percent during the next two years. 

Certain of the features of the 2005-06 Budget Act affecting counties included the following: 

1. The 2005-06 Budget Act included funding in various budgets that supported activities by 
local government agencies where the local agencies have significant discretion over the use of the funds.  
Such programs included law enforcement, realigned health and mental health services, public health, 
property tax administration, Williamson Act open space preservation contracts, libraries, recreational 
facilities, flood control, and housing.  Funding for these programs was budgeted at approximately $5.6 
billion in 2005-06, which represented a reduction of approximately $368 million from the amount 
expected to be received in Fiscal Year 2004-05 (based upon May Revision estimates). 

2. The 2005-06 Budget Act included funding for local governments to make up the 
difference between the 0.65-percent rate of the VLF and the previous 2 percent rate through a reallocation 
of property tax from schools and community colleges to cities and counties.  The 2005-06 Budget Act 
also included the accelerated repayment of all of the VLF revenue that the local governments did not 
receive in 2003-04 due to the suspension of the VLF backfill, which was not required to be paid until 
Fiscal Year 2006-07.  The County received repayment of the VLF gap loan from the State on July 26, 
2006, resulting in an additional $26.5 million of additional resources to the County which had not been 
included in its 2005-06 budget. 

3. The 2005-06 Budget Act fully funded Proposition 42 (transportation) funding, at 
approximately $1.3 billion.  Proposition 42 funds had been diverted to State General Fund use in prior 
years. 

State Budget for Fiscal Year 2006-07 

On June 30, 2006, Governor Schwarzenegger signed the 2006-07 Budget Act.  Total spending is 
set at $127.9 billion, including General Fund expenditures of $101.3 billion.  The 2006-07 Budget Act 
projects General Fund revenues of $94.4 billion.  The resulting operating shortfall of $6.9 billion is 
expected to continue in the range of $4.5 to $5 billion over the next two fiscal years.  The 2006-07 
shortfall will leave the State General Fund with an ending reserve balance of $2.1 billion (not including 
the fiscal impacts of future collective bargaining contracts approved by the Legislature).  

The total revenue forecast by the 2006-07 Budget Act is a 1.7 percent increase over the $92.7 
billion forecast for the 2005-06 fiscal year.  The total expenditures forecast by the 2006-07 Budget Act 
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are 9.2 percent higher than the $92.7 billion forecast for the 2005-06 fiscal year.  The 2006-07 Budget Act 
set aside a combined total of more than $4.9 billion, representing 4.7 percent of total General Fund 
resources available, to address the state’s debt.  A budget reserve of $2.1 billion and early debt 
prepayments of $2.8 billion were established.   

Certain of the features of the 2006-07 Budget Act affecting counties include the following: 

1. Payment on deferred mandates owed to local agencies was increased from $83 million to 
$169.9 million, which represents the increase in payments from one to two years of the 
fifteen years of installment obligations owed to local agencies (CSAC Budget Action 
Bulletin No. 5). 

2. Funding was increased for public-safety programs, including juvenile crime prevention 
and intervention, front-line enforcement services, mentally ill diversion programs, and 
local correctional officer training and methamphetamine abatement. 

3. A package of modifications was made to the CalWORKS program, California’s welfare 
program, which will ensure that more families in California are working and moving 
toward self-sufficiency.  The package provides counties with additional resources to 
assist these families. 

4. The 2006-07 Budget Act fully funds Proposition 42 (transportation), at approximately 
$1.4 billion.  It also repays $1.4 billion of past Proposition 42 related loans, of which, 
$446 million is designated for cities and counties for local road and street maintenance. 

5. Funding augmentations for the Foster Care program and Child Welfare Services are 
aimed at, among other things, improving outcomes and caseload reduction. 

LAO Budget Overview 

In July 2006, the LAO released a report highlighting major features of the 2006-07 Budget Act. 
In this report the LAO cautions that, based on the current projections of revenues and expenditures under 
the 2006-07 Budget Act policies, the state will continue to face operating shortfalls in 2007-08 and 2008-
09 of approximately $4.5 billion to $5 billion.  It also points out that although the 2006-07 Budget Act 
ends with a projected reserve of $2.1 billion, the reserve could shrink by $100 million if the tentative 
agreement between the administration and Service Employees International Union is approved.   

Publications from the LAO can be read in full by accessing the LAO’s website (www.lao.ca.gov) 
or by contacting the LAO at (916) 445-4656.  Information on the website is not incorporated herein by 
reference. 

Future State Budgets 

No prediction can be made by the County as to whether the State will continue to encounter 
budgetary problems in this or in any future Fiscal Years, and if it were to do so, it is not clear what 
measures would be taken by the State to balance its budget, as required by law.  In addition, the County 
cannot predict the final outcome of fixture State budget negotiations, the impact that such budgets will 
have on its finances and operations or what actions will be taken in the future by the State Legislature and 
Governor to deal with changing State revenues and expenditures.  Current and future State budgets will 
be affected by national and State economic conditions and other factors, including the current economic 
downturn, over which the County has no control. 
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CONSTITUTIONAL AND STATUTORY LIMITATIONS 
ON TAXES AND APPROPRIATIONS 

Article XIII A of the State Constitution 

Section 1(a) of Article XIII A of the State Constitution limits the maximum ad valorem tax on 
real property to 1% of full cash value (as defined in Section 2 of Article XIII A), to be collected by 
counties and apportioned according to law.  Section 1(b) of Article XIII A provides that the 1% limitation 
does not apply to (1) ad valorem taxes to pay interest or redemption charges on indebtedness approved by 
the voters prior to July 1, 1978, or (2) any bonded indebtedness for the acquisition or improvement of real 
property approved on or after July 1, 1978 by two-thirds of the votes cast by the voters voting on the 
proposition, or (3) any bonded indebtedness incurred by a school district, community college district or 
county office of education for the construction, rehabilitation or replacement of school facilities or the 
acquisition or lease of real property for school facilities approved after November 8, 2000 by 55% of the 
voters of the district or county, as appropriate, voting on the proposition.  Section 2 of Article XIII A 
defines “full cash value” to mean “the county assessor’s valuation of real property as shown on the 1975-
76 tax bill under ‘full cash value’ or, thereafter, the appraised value of real property when purchased, 
newly constructed, or a change in ownership has occurred after the 1975 assessment” (“Full Cash 
Value”).  The Full Cash Value may be adjusted annually to reflect inflation at a rate not to exceed 2% per 
year, or to reflect a reduction in the consumer price index or comparable data for the area under taxing 
jurisdiction, or may be reduced in the event of declining property value caused by substantial damage, 
destruction or other factors. 

Legislation enacted by the State Legislature to implement Article XIII A provides that, 
notwithstanding any other law, local agencies may not levy any ad valorem property tax except to pay 
debt service on indebtedness approved by the voters as described above. 

The voters of the State subsequently approved various measures that further amended Article XIII 
A.  One such amendment generally provides that the purchase or transfer of (i) real property between 
spouses or (ii) the principal residence and the first $1,000,000 of the Full Cash Value of other real 
property between parents and children, do not constitute a “purchase” or “change of ownership” 
triggering reappraisal under Article XIII A.  Other amendments permitted the State Legislature to allow 
persons over the age of 55 who meet certain criteria or “severely disabled homeowners” who sell their 
residence and buy or build another of equal or lesser value within two years in the same county, to 
transfer the old residence’s assessed value to the new residence.  Other amendments permit the State 
Legislature to allow persons who are either 55 years of age or older, or who are “severely disabled,” to 
transfer the old residence’s assessed value to their new residence located in either the same or a different 
county and acquired or newly constructed within two years of the sale of their old residence. 

In the November 1990 election, the voters approved an amendment of Article XIII A to permit 
the State Legislature to exclude from the definition of “new construction” certain additions and 
improvements, including seismic retrofitting improvements and improvements utilizing earthquake 
hazard mitigation technologies constructed or installed in existing buildings after November 6, 1990. 

Article XIII A has also been amended to provide that there would be no increase in the Full Cash 
Value base in the event of reconstruction of property damaged or destroyed in a disaster. 

Section 4 of Article XIII A provides that cities, counties and special districts cannot, without a 
two-thirds vote of the qualified electors, impose special taxes, which has been interpreted to include 
special fees in excess of the cost of providing the services or facility for which the fee is charged, or fees 
levied for general revenue purposes. 
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Article XIII B of the State Constitution 

State and local government agencies in California are each subject to annual “appropriations 
limits” imposed by Article XIII B of the State Constitution (“Article XIII B”).  Article XIII B prohibits 
government agencies and the State from spending “appropriations subject to limitation” in excess of the 
appropriations limit imposed.  “Appropriations subject to limitation” are generally authorizations to spend 
“proceeds of taxes,” which include all, but are not limited to, tax revenues, and the proceeds from (i) 
regulatory licenses, user charges or other user fees to the extent that such proceeds exceed “the cost 
reasonably borne by that entity in providing the regulation, product, or service” (ii) the investment of tax 
revenues, and (iii) certain subventions received from the State.  No limit is imposed on appropriations of 
funds which are not “proceeds of taxes,” appropriated for debt service on indebtedness existing prior to 
the passage of Article XIII B or authorized by the voters or appropriations required to comply with certain 
mandates of courts or the federal government. 

As amended at the June 5, 1990 election by Proposition 111, Article XIII B provides that, in 
general terms, a county’s appropriations limit is based on the limit for the prior year adjusted annually to 
reflect changes in cost of living, population and, when appropriate, transfer of financial responsibility of 
providing services from one governmental unit to another.  Proposition 111 liberalized the 
aforementioned adjustment factors as compared to the original provisions of Article XIII B.  If county 
revenues during any two consecutive fiscal years exceed the combined appropriations limits for those two 
years, the excess must be returned by a revision of tax rates or fee schedules within the two subsequent 
fiscal years. 

Section 7900, et seq. of the California Government Code defines certain terms used in Article 
XIII B and sets forth the methods for determining the appropriations limits for local jurisdictions.  
Relying on these definitions, and Chapter 60, Statutes of 1990 effective August 1, 1990, which 
implemented Proposition 111, the County has determined that its appropriations limit for “proceeds of 
taxes” for Fiscal Year 2006-07 is $4,671,175,448, an increase of 5.197% over Fiscal Year 2005-06.  
Estimated appropriations for Fiscal Year 2006-07 subject to the limitation total $835,180,236. 

Articles XIII C and XIII D of the State Constitution 

On November 5, 1996, the voters of the State approved Proposition 218, the “Right to Vote on 
Taxes Act.” Proposition 218 added Articles XIII C and XIII D to the State Constitution, which contain a 
number of provisions affecting the ability of the County to levy and collect both existing and future taxes, 
assessments, fees and charges. 

Article XIII C requires that all new local taxes be submitted to the electorate before they become 
effective.  Taxes for general governmental purposes of the County require a majority vote and taxes for 
specific purposes, even if deposited in the general fund, require a two-thirds vote.  The voter approval 
requirements of Article XIII C reduce the County’s flexibility to deal with fiscal problems by raising 
revenue through new or extended or increased taxes and no assurance can be given that the County will 
be able to raise taxes in the future to meet increased expenditure requirements. 

Article XIII D contains several new provisions making it generally more difficult for local 
agencies to levy and maintain “assessments” for municipal services and programs.  “Assessment” is 
defined to mean any levy or charge upon real property for a special benefit conferred upon the real 
property.  The County has several County service areas in discrete unincorporated communities that pay 
for services that otherwise would have to be funded, if they are funded at all, through the General Fund.  
If the County is unable to continue to collect assessment revenues for these programs, the programs might 
have to be curtailed and/or funded by amounts in the General Fund.  The County is unable to predict 



 

 20 

whether it will be able to continue to collect assessment revenues for these programs in light of Article 
XIII D.  If such assessment revenues cannot be collected, the County is unable to predict whether or to 
what extent it would use any General Fund moneys to maintain which affected programs.  The provisions 
of Article XIII D will also make it more difficult for the County to establish assessment-based programs 
in the future. 

Article XIII D also contains several new provisions affecting a “fee” or “charge,” defined for 
purposes of Article XIII D to mean “any levy other than an ad valorem tax, a special tax, or an 
assessment, imposed by a local government upon a parcel or upon a person as an incident of property 
ownership, including user fees or charges for a property related service.” All new and existing property 
related fees and charges must conform to requirements prohibiting, among other things, fees and charges 
which (i) generate revenues exceeding the funds required to provide the property related service, (ii) are 
used for any purpose other than those for which the fees and charges are imposed, (iii) with respect to any 
parcel or person, exceed the proportional cost of the service attributable to the parcel, (iv) are for a service 
not actually used by, or immediately available to, the owner of the property in question, or (v) are used for 
general governmental services, including police, fire or library services, where the service is available to 
the public at large in substantially the same manner as it is to property owners.  Further, before any 
property related fee or charge may be imposed or increased, written notice must be given to the record 
owner of each parcel of land affected by such fee or charge.  The County must then hold a hearing upon 
the proposed imposition or increase, and if written protests against the proposal are presented by a 
majority of the owners of the identified parcels, the County may not impose or increase the fee or charge.  
Moreover, except for fees or charges for sewer, water and refuse collection services (or fees for electrical 
and gas service, which are not treated as “property related” for purposes of Article XIII D), no property 
related fee or charge may be imposed or increased without majority approval by the property owners 
subject to the fee or charge or, at the option of the local agency, two-thirds voter approval by the 
electorate residing in the affected area.  The County has two enterprise funds that are self supporting from 
fees and charges, which could, depending upon judicial interpretation of Proposition 218, ultimately be 
determined to be property related for purposes of Article XIII D.  In the event that fees and charges 
cannot be appropriately increased, or are reduced pursuant to exercise of the initiative power (described in 
the following paragraph), the County may have to decide whether to support any deficiencies in these 
enterprise funds with moneys from the General Fund or to curtail service, or both. 

In addition to the provisions described above, Article XIII C removes prohibitions and limitations 
on the initiative power in matters of any “local tax, assessment, fee or charge.” Consequently, the voters 
of the County could, by future initiative, repeal, reduce or prohibit the future imposition or increase of any 
local tax, assessment, fee or charge.  “Assessment,” “fee” and “charge,” are not defined in Article XIII C 
and it is not clear whether the definitions of these terms in Article XIII D (which are generally property-
related as described above) would limit the scope of the initiative power set forth in Article XIII C.  If the 
Article XIII D definitions are not held to limit the scope of Article XIII C initiative powers, then the 
Article XIII C initiative power could potentially apply to revenue sources that currently constitute a 
substantial portion of general fund revenues.  No assurance can be given that the voters of the County will 
not, in the future, approve initiatives that repeal, reduce or prohibit the future imposition or increase of 
local taxes, assessments, fees or charges. 

The interpretation and application of Proposition 218 will ultimately be determined by the courts 
with respect to a number of the matters discussed above, and it is not possible at this time to predict with 
certainty the outcome of such determination. 
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Proposition 1A 

As part of Governor Schwarzenegger’s agreement with local jurisdictions, Senate Constitutional 
Amendment No. 4 was enacted by the Legislature and subsequently approved by the voters as 
Proposition 1A (“Proposition 1A”) at the November 2004 election.  Proposition 1A amended the State 
Constitution to, among other things, reduce the Legislature’s authority over local government revenue 
sources by placing restrictions on the State’s access to local governments’ property, sales, and vehicle 
license fee revenues as of November 3, 2004.  Beginning with fiscal year 2008–09, the State will be able 
to borrow up to 8 percent of local property tax revenues, but only if the Governor proclaims such action is 
necessary due to a severe State fiscal hardship and two–thirds of both houses of the Legislature approves 
the borrowing.  The amount borrowed is required to be paid back within three years.  The State also will 
not be able to borrow from local property tax revenues for more than 2 fiscal years within a period of 10 
fiscal years.  In addition, the State cannot reduce the local sales tax rate or restrict the authority of local 
governments to impose or change the distribution of the statewide local sales tax. 

Proposition 1A also prohibits the State from mandating activities on cities, counties or special 
districts without providing for the funding needed to comply with the mandates.  Beginning in fiscal year 
2005–06, if the State does not provide funding for the mandated activity, the requirement on cities, 
counties or special districts to abide by the mandate would be suspended.  In addition, Proposition 1A 
expanded the definition of what constitutes a mandate on local governments to encompass State action 
that transfers to cities, counties and special districts financial responsibility for a required program for 
which the State previously had partial or complete responsibility.  The State mandate provisions of 
Proposition 1A do not apply to schools or community colleges or to mandates relating to employee rights. 

Statutory Limitations 

A statutory initiative (“Proposition 62”) was adopted by State voters at the November 4, 1986 
General Election, which (1) requires that any tax for general governmental purposes imposed by local 
governmental entities be approved by resolution or ordinance adopted by two-thirds vote of the 
governmental agency’s legislative body and by a majority of the electorate of the governmental entity 
voting in such election, (2) requires that any special tax (defined as taxes levied for other than general 
governmental purposes) imposed by a local governmental entity be approved by a two-thirds vote of the 
voters within that jurisdiction voting in such election, (3) restricts the use of revenues from a special tax 
to the purpose or for the service for which the special tax was imposed, (4) prohibits the imposition of ad 
valorem taxes on real property by local governmental entities except as permitted by Article XIII A, 
(5) prohibits the imposition of transaction taxes and sales taxes on the sale of real property by local 
governmental entities and (6) requires that any tax imposed by a local governmental entity on or after 
August 1, 1985 be ratified by a majority vote of the electorate voting in such election within two years of 
the adoption of the initiative or be terminated by November 15, 1988.  Proposition 62 requirements are 
generally not applicable to general taxes and special taxes levied prior to its November 4, 1986 effective 
date. 

On September 28, 1995, the California Supreme Court filed its decision in Santa Clara County 
Local Transportation Authority v. Carl Guardino, 11 Cal. 4th 220 (1995) (the “Santa Clara decision”), 
which upheld a Court of Appeal decision invalidating a 1/2-cent countywide sales tax for transportation 
purposes levied by a local transportation authority.  The California Supreme Court based its decision on 
the failure of the authority to obtain a two-thirds vote of the electorate for the levy of a “special tax,” as 
required by Proposition 62.  The Santa Clara decision did not address the question of whether or not it 
should be applied retroactively. 
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In deciding the Santa Clara case on Proposition 62 grounds, the Court disapproved the decision 
in City of Woodlake v. Logan, 230 Cal. App. 3d 1058 (1991) (“Woodlake”), where the Court of Appeal 
had held portions of Proposition 62 unconstitutional as a referendum on taxes prohibited by the California 
Constitution.  The California Supreme Court determined that the voter approval requirement of 
Proposition 62 is a condition precedent to the enactment of each tax statute to which it applies, while 
referendum refers to a process invoked only after a statute has been enacted.  Numerous taxes to which 
Proposition 62 would apply were imposed or increased without voter approval in reliance on Woodlake.  
The Court notes as apparently distinguishable, but did not confirm, the decision in City of Westminster v.  
County of Orange, 204 Cal. App. 3d 623 (1988), which held unconstitutional the provision of Proposition 
62 requiring voter approval of taxes imposed during the “window period” of August 1, 1985 until 
November 5, 1986.  Proposition 62 as an initiative statute does not have the same level of authority as a 
constitutional initiative, but is analogous to legislation adopted by the State Legislature.  After the passage 
of Proposition 218, certain provisions of Proposition 62 (e.g. voter approval of taxes) are governed by the 
State Constitution. 

Following the Guardino decision upholding Proposition 62, several actions were filed 
challenging taxes imposed by public agencies since the adoption of Proposition 62.  On June 4, 2001, the 
California Supreme Court released its decision in one of these cases, Howard Jarvis Taxpayers 
Association v. City of La Habra, et al. (“La Habra”).  In this case, the court held that a public agency’s 
continued imposition and collection of a tax is an ongoing violation upon which the statute of limitations 
period begins anew with each collection.  The court also held that, unless another statute or constitutional 
rule provided differently, the statute of limitations for challenges to taxes subject to Proposition 62 is 
three years.  Accordingly, a challenge to a tax subject to Proposition 62 may only be made for those taxes 
received within three years of the date the action is brought. 

The County levied a hotel tax in 1961, and has subsequently increased the hotel tax two times, in 
1984 and 1990.  The 1990 increase raised the County’s hotel tax from eight to ten percent; the current tax 
levied on the occupancy of any hotel room in the County.  The County collects approximately $250,000 a 
year in hotel taxes.  If a court determined that the 2% hotel tax increase in 1990 (after the effective date of 
Proposition 62) is in violation of Proposition 62, it would invalidate the increase and require, in 
accordance with Proposition 62, that the portion of the 1% general ad valorem property tax levy allocated 
to that jurisdiction be reduced by $1 for every $1 in revenue attributable to the invalid hotel tax for each 
year that such tax increase was collected and subject to a claim. 

Future Initiatives 

Article XIII A, Article XIII B and Propositions 62, 218 and 1A were each adopted as measures 
that qualified for the ballot pursuant to the State’s initiative process.  From time to time, other initiative 
measures could be adopted, which may place further limitations on the ability of the State, the County or 
local districts to increase revenues or to increase appropriations which may affect the County’s revenues 
or its ability to expend its revenues. 

LITIGATION 

No litigation is pending or threatened against the Authority or the County concerning the validity 
of the Site Lease, the Lease or the Bonds, and an opinion of the Office of County Counsel to that effect 
will be furnished to the Underwriters at the time of delivery of the Bonds. 
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TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP, bond counsel to the Authority (“Bond 
Counsel”), based upon an analysis of existing laws, regulations, rulings and court decisions, and 
assuming, among other matters, the accuracy of certain representations and compliance with certain 
covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under 
Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California 
personal income taxes.  Bond Counsel is of the further opinion that interest on the Bonds is not a specific 
preference item for purposes of the federal individual or corporate alternative minimum taxes, although 
Bond Counsel observes that such interest is included in adjusted current earnings when calculating 
corporate alternative minimum taxable income.  A complete copy of the proposed form of opinion of 
Bond Counsel is set forth in APPENDIX E hereto. 

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at 
maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the 
term of such Bonds), the difference constitutes “original issue discount,” the accrual of which, to the 
extent properly allocable to each beneficial owner thereof, is treated as interest on the Bonds which is 
excluded from gross income for federal income tax purposes and State of California personal income 
taxes.  For this purpose, the issue price of a particular maturity of the Bonds is the first price at which a 
substantial amount of such maturity of the Bonds is sold to the public (excluding bond houses, brokers, or 
similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).  
The original issue discount with respect to any maturity of the Bonds accrues daily over the term to 
maturity of such Bonds on the basis of a constant interest rate compounded semiannually (with straight-
line interpolations between compounding dates).  The accruing original issue discount is added to the 
adjusted basis of such Bonds to determine taxable gain or loss upon disposition (including sale, 
redemption, or payment on maturity) of such Bonds.  Beneficial owners of the Bonds should consult their 
own tax advisors with respect to the tax consequences of ownership of Bonds with original issue discount, 
including the treatment of beneficial owners who do not purchase such Bonds in the original offering to 
the public at the first price at which a substantial amount of such Bonds is sold to the public. 

Bonds purchased, whether at original issuance or otherwise, for an amount higher than their 
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will 
be treated as having amortizable bond premium.  No deduction is allowable for the amortizable bond 
premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross 
income for federal income tax purposes.  However, the amount of tax-exempt interest received, and a 
beneficial owner’s basis in a Premium Bond, will be reduced by the amount of amortizable bond premium 
properly allocable to such beneficial owner.  Beneficial owners of Premium Bonds should consult their 
own tax advisors with respect to the proper treatment of amortizable bond premium in their particular 
circumstances. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from 
gross income for federal income tax purposes of interest on obligations such as the Bonds.  The Authority 
and the County have made certain representations and covenanted to comply with certain restrictions, 
conditions and requirements designed to ensure that interest on the Bonds will not be included in federal 
gross income.  Inaccuracy of these representations or failure to comply with these covenants may result in 
interest on the Bonds being included in gross income for federal income tax purposes, possibly from the 
date of original issuance of the Bonds.  The opinion of Bond Counsel assumes the accuracy of these 
representations and compliance with these covenants.  Bond Counsel has not undertaken to determine (or 
to inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or 
any other matters coming to Bond Counsel’s attention after the date of issuance of the Bonds may 
adversely affect the value of, or the tax status of interest on, the Bonds. 
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Certain requirements and procedures contained or referred to in the Indenture, the Lease, the Tax 
Certificate, and other relevant documents may be changed and certain actions (including, without 
limitation, defeasance of the Bonds) may be taken or omitted under the circumstances and subject to the 
terms and conditions set forth in such documents.  Bond Counsel expresses no opinion as to any Bond or 
the interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of 
bond counsel other than Orrick, Herrington & Sutcliffe LLP. 

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross 
income for federal income tax purposes and is exempt from State of California personal income taxes, the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds may otherwise affect a 
beneficial owner’s federal, state or local tax liability.  The nature and extent of these other tax 
consequences depends upon the particular tax status of the beneficial owner or the beneficial owner’s 
other items of income or deduction.  Bond Counsel expresses no opinion regarding any such other tax 
consequences. 

Future legislation, if enacted into law, or clarification of the Code may cause interest on the 
Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise prevent beneficial 
owners from realizing the full current benefit of the tax status of such interest.  The introduction or 
enactment of any such future legislation or clarification of the Code may also affect the market price for, 
or marketability of, the Bonds.  Prospective purchasers of the Bonds should consult their own tax advisers 
regarding any pending or proposed federal tax legislation, as to which Bond Counsel expresses no 
opinion. 

The opinion of Bond Counsel is based on current legal authority, covers certain matters not 
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment 
of the Bonds for federal income tax purposes.  It is not binding on the Internal Revenue Service (“IRS”) 
or the courts.  Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about 
the future activities of the Authority or the County, or about the effect of future changes in the Code, the 
applicable regulations, the interpretation thereof or the enforcement thereof by the IRS.  The Authority 
and the County have covenanted, however, to comply with the requirements of the Code. 

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and, 
unless separately engaged, Bond Counsel is not obligated to defend the Authority, the County or the 
beneficial owners regarding the tax-exempt status of the Bonds in the event of an audit examination by 
the IRS.  Under current procedures, parties other than the Authority, the County and their appointed 
counsel, including the beneficial owners, would have little, if any, right to participate in the audit 
examination process.  Moreover, because achieving judicial review in connection with an audit 
examination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with 
which the Authority or the County legitimately disagrees, may not be practicable.  Any action of the IRS, 
including but not limited to selection of the Bonds for audit, or the course or result of such audit, or an 
audit of bonds presenting similar tax issues may affect the market price for, or the marketability of, the 
Bonds, and may cause the Authority, the County or the beneficial owners to incur significant expense. 

CERTAIN LEGAL MATTERS 

Certain legal matters incident to the issuance of the Bonds are subject to the approval of Orrick, 
Herrington & Sutcliffe LLP, Bond Counsel.  See APPENDIX E – “PROPOSED FORM OF BOND 
COUNSEL OPINION.”  Orrick, Herrington & Sutcliffe LLP served as Disclosure Counsel to the County.  
Certain legal matters will be passed upon for the Underwriters by Nixon Peabody LLP, San Francisco, 
California.  None of Bond Counsel, Disclosure Counsel or Underwriters’ Counsel undertake any 
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responsibility for the accuracy, completeness or fairness of this Official Statement.  Certain legal matters 
will be passed upon for the Authority and for the County by the Office of the County Counsel. 

RATINGS 

Moody’s Investors Service (“Moody’s”), Standard & Poor’s Rating Services (“S&P”), and Fitch 
Ratings (“Fitch”) have assigned municipal bond ratings of “Aaa,” “AAA” and “AAA,” respectively, to 
the Bonds with the understanding that the Bond Insurance Policy will be issued by the Bond Insurer as 
described herein upon delivery of the Bonds.  The underlying ratings on the Bonds, without regard to the 
Bond Insurance Policy, are “A1” by Moody’s, “A” by S&P and “AA-” by Fitch, respectively.  The 
ratings issued reflect only the views of such rating agencies, and any explanation of the significance of 
such ratings should be obtained from Moody’s, S&P and Fitch, respectively.  No assurance can be given 
that any rating issued by the rating agencies will be retained for any given period of time or that the same 
will not be revised or withdrawn entirely by such rating agencies, if in their judgment circumstances so 
warrant.  Except as provided under “CONTINUING DISCLOSURE” below, the Authority, the County 
and the Trustee undertake no responsibility to bring to the attention of the Holders of the Bonds any 
revision or withdrawal of the ratings.  Any such revision or withdrawal of the ratings obtained may have 
an adverse effect on the market price of the Bonds. 

UNDERWRITING 

The Bonds are being purchased by Goldman, Sachs & Co., as representative of itself and the 
other Underwriter listed on the front cover hereof (collectively, the “Underwriters”) from the County.  
The Underwriters have agreed to purchase the Bonds at a purchase price equal to $34,691,946.85, which 
represents the par amount of the Bonds, plus a net premium of $2,140,046.85, less an underwriters’ 
discount of $148,100.  The purchase contract pursuant to which the Bonds are being sold provides that the 
Underwriters will purchase all of the Bonds if any such Bonds are purchased, the obligation to make such 
purchase being subject to certain terms and conditions set forth in such purchase contract. 

The Underwriters may offer and sell the Bonds to certain dealers and others at prices lower than 
the offering prices stated on the inside cover page hereof.  The offering prices may be changed from time 
to time by the Underwriters. 

FINANCIAL ADVISOR 

The County has retained Sperry Capital, Inc., Sausalito, California, as Financial Advisor to the 
Authority in connection with the issuance of the Bonds.  The Financial Advisor is not obligated to 
undertake, and has not undertaken to make, an independent verification or to assume any responsibility 
for the accuracy, completeness or fairness of the information contained in this Official Statement. 

FINANCIAL STATEMENTS 

The County’s Basic Financial Statements for Fiscal Year 2004-05 included in this Official 
Statement have been audited by Macias Gini & Company LLP, independent auditors, as stated in their 
report included in the Financial Statements.  See APPENDIX B – “AUDITED BASIC FINANCIAL 
STATEMENTS OF THE COUNTY FOR FISCAL YEAR ENDED JUNE 30, 2005.” 

CONTINUING DISCLOSURE 

The County has covenanted for the benefit of the Owners and beneficial owners of the Bonds to 
provide certain financial information and operating data relating to the County by not later than 240 days 
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following the end of the County’s Fiscal Year (presently June 30) (the “Annual Report”), commencing 
with the report for the 2005-06 Fiscal Year, and to provide notices of the occurrence of certain 
enumerated events, if material.  The Annual Report will be filed by the County with each Nationally 
Recognized Municipal Securities Information Repository and with the State Depository, if any.  Any 
notice of material events will be filed by the County with the Municipal Securities Rulemaking Board and 
with the State Depository, if any.  The specific nature of the information to be contained in the Annual 
Report or the notices of material events is summarized in APPENDIX F – “FORM OF CONTINUING 
DISCLOSURE CERTIFICATE.” These covenants have been made in order to assist the Underwriter in 
complying with S.E.C. Rule 15c2-12(b)(5) (the “Rule”).  Failure of the County to comply with these 
covenants does not constitute an Event of Default under the Lease.  The Annual Reports due on March 1, 
2001, 2002, 2003 and 2004 for Community Facilities District No. 86-2 (Rancho Santa Margarita) of the 
County of Orange Series A of 2001 Special Tax Bonds and the annual report due November 1, 2003 for 
the County’s Newport Coast Phase IV Assessment District No. 01-1 Limited Obligation Improvement 
Bonds Fixed Rate Series 2003 B were filed late by the County.  As of the date hereof, however, the 
County is in compliance with its continuing disclosure undertakings. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK.] 
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MISCELLANEOUS 

References made herein to certain documents and reports are brief summaries thereof, which do 
not purport to be complete or definite, and reference is made to such documents and reports for full and 
complete statements of the contents thereof.  Copies of the legal documents described herein are available 
upon request from the County of Orange, Hall of Administration, 10 Civic Center Plaza, Third Floor, 
Santa Ana, California 92701, Attention: Public Finance Manager. 

Any statements in this Official Statement involving matters of opinion, whether or not expressly 
so stated, are intended as such and not as representations of fact.  This Official Statement is not to be 
construed as a contract or agreement between the County and the purchasers or holders of any of the 
Bonds. 

The execution and delivery of this Official Statement has been duly authorized by the Authority. 

 ORANGE COUNTY PUBLIC FINANCING 
AUTHORITY 

  
  
 By: /s/  Thomas G. Mauk  
  Executive Director 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(THIS PAGE INTENTIONALLY LEFT BLANK) 



 

  

APPENDIX A 

THE COUNTY 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(THIS PAGE INTENTIONALLY LEFT BLANK) 



 
TABLE OF CONTENTS 

APPENDIX A 
 

Page 

 

 i  
 

THE COUNTY ............................................................................................................................................1 
General ...........................................................................................................................................1 
County Government........................................................................................................................1 
County Services ..............................................................................................................................1 
County Employment .......................................................................................................................1 

COUNTY FINANCIAL INFORMATION .................................................................................................3 
Financial Statements .......................................................................................................................3 
County General Fund Budget .........................................................................................................7 
Budget Process................................................................................................................................7 
Comparative Budgets for Fiscal Years 2004-05 through 2006-07 .................................................9 
General Discussion of General Fund Budgets for Fiscal Year 2004-05 through 2006-07 ...........11 
Ad Valorem Property Taxation.....................................................................................................12 
Assessed Valuation .......................................................................................................................13 
Secured and Unsecured Taxes ......................................................................................................14 
Vehicle License Fees ....................................................................................................................15 
Additional Revenue to County from Recovery Statutes ...............................................................16 
Sales Tax.......................................................................................................................................16 
Insurance.......................................................................................................................................17 
Litigation Management.................................................................................................................18 
Litigation.......................................................................................................................................18 
Short Term Debt ...........................................................................................................................18 
Outstanding Long Term Debt and Lease Obligations ..................................................................19 
Capital and Operating Lease Obligations .....................................................................................20 
Overlapping Debt and Debt Ratios ...............................................................................................21 

COUNTY RETIREMENT SYSTEM........................................................................................................23 
General .........................................................................................................................................23 
Actuarial Valuation and Funding Methodology ...........................................................................23 
Benefit Formulas...........................................................................................................................24 
December 31, 2004 Actuarial Valuation.......................................................................................24 
December 31, 2005 Actuarial Valuation.......................................................................................25 
Actuarial and Funding Status........................................................................................................25 
Retirement Contribution Prepayment ...........................................................................................28 
Post Employment Health Care Benefits........................................................................................28 
Medical Plan Restructuring...........................................................................................................30 
County Plans For the Future .........................................................................................................31 

COUNTY INVESTMENT POLICY.........................................................................................................31 
ECONOMIC AND DEMOGRAPHIC INFORMATION .........................................................................34 

Population .....................................................................................................................................34 
Public Schools (Elementary and Secondary) ................................................................................34 
Colleges and Universities .............................................................................................................35 
Employment..................................................................................................................................35 
Industry Trends and Outlook ........................................................................................................36 
Agriculture ....................................................................................................................................36 
Major Employers ..........................................................................................................................37 
Labor Force, Employment and Unemployment............................................................................38 



TABLE OF CONTENTS 
(continued) 

Page 

 

 ii  
 

Taxable Sales ................................................................................................................................39 
Housing Characteristics ................................................................................................................39 
Building Permits ...........................................................................................................................39 
Water Supply ................................................................................................................................40 
Recreation and Tourism................................................................................................................40 
Transportation...............................................................................................................................41 
Natural Disasters; Seismic Activity/Fires .....................................................................................42 



 

 A-1  
 

 
APPENDIX A 

THE COUNTY 

General 

The County is bordered on the north by Los Angeles and San Bernardino Counties, on the east by 
Riverside County, on the southeast by San Diego County and on the west and southwest by the Pacific 
Ocean.  Approximately 42 miles of ocean shoreline provide beaches, marinas and other recreational areas 
for use by residents and visitors. 

County Government 

The County is a charter county divided into five supervisorial districts on the basis of registered 
voters and population.  The County is governed by an elected five-member Board of Supervisors with 
each Supervisor serving a four-year term.  The chairman and vice chairman positions are elected annually 
by the members of the Board. 

County administration consists of fifteen County officers.  Seven County officers are elected by a 
countywide vote to four-year terms: the Assessor, Auditor-Controller, Clerk-Recorder, District Attorney, 
Public Administrator, Sheriff-Coroner and the Treasurer-Tax Collector.  The County Executive Officer 
(“CEO”), County Counsel, Public Defender, Internal Auditor, Health Officer, Clerk of the Board and 
Agriculture Commissioner are County officers that are appointed by the Board of Supervisors.  The Chief 
Probation Officer is appointed by the Board of Supervisors with the concurrence of the Presiding Judge of 
the Orange County Superior Court.  The County management team includes department and agency heads 
appointed by the CEO. 

County Services 

The County provides a wide range of services to its residents, including police, medical and 
health services, senior citizen assistance, library services, judicial facilities (including some judicial 
support programs), airport service, roads, solid waste management, harbors, beaches and parks, lifeguard 
services and a variety of public assistance programs.  Other services provided by special districts, which 
are governed by the Board of Supervisors, include lighting, maintenance, and flood control. 

Certain municipal services are provided by the County, on a contract basis, to some of the 
34 incorporated cities within its boundaries.  This plan is designed to allow cities to contract with the 
County for municipal services without incurring the cost of creating numerous city departments and 
facilities.  Under the plan, the County provides any or all services to a city at the same level as provided 
in the unincorporated areas, or at any higher level the city may contract for.  Services are generally 
provided at cost. 

County Employment 

As of July 1, 2006, the number of permanent employee positions was 16,623.  The following 
table sets forth the total number of County employees for each of the last ten years: 
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TABLE A-1 

COUNTY OF ORANGE 
Employment Positions(1) 

(As of July 1) 

1997....................................................................................  13,260 
1998....................................................................................  12,308 
1999....................................................................................  13,127 
2000....................................................................................  13,993 
2001....................................................................................  15,901 
2002....................................................................................  17,053 
2003....................................................................................  16,676 
2004....................................................................................  16,489 
2005....................................................................................  16,504 
2006....................................................................................  16,623 

  
(1) Excludes Court employees beginning in 1998. 
Source: County of Orange. 

County employees are represented by 14 bargaining units of seven labor organizations, the 
principal labor organization being the Orange County Employees Association (“OCEA”) which consists 
of the Community Services, County General, Office Services, Probation Services, Probation Supervisory 
and Management, Sheriffs Special Officers & Deputy Coroner, Supervisory Management and Health 
Care Professional Units, representing approximately 11,501 employees.  Labor agreements are in place 
for most labor organizations, including OCEA, through June 2007 covering approximately 12,446 
employees.  Unionized County employees and their appropriate bargaining agents are shown in the 
following table: 

TABLE A-2 

COUNTY OF ORANGE 
Employee Bargaining Representation 

and Number of Employees 
(As of July 1, 2006) 

Bargaining Agents Number of Employees Contract Term 

Orange County Employees Association 11,501 June 2007 
American Federation of State, County and Municipal Employees 1,158 June 2008 
Orange County Managers Association 897 January 2006(1) 
Orange County Attorneys Association 501 June 2007(1) 
Association of Orange County Deputy Sheriffs 1,771 October 2006(1) 
International Union of Operating Engineers 143 June 2006(1) 
Service Employees International Union 444 June 2007 
  
(1) Currently in negotiations; employees continue to operate under existing contract. 
Source: County of Orange. 

On September 12, 2006, the Board of Supervisors approved agreements with OCEA and SEIU.  They provide for a general salary 
increase of 4.75% effective June 23, 2006, monies available for market adjustments for certain classifications of employees, 
pension cost payments by employees and retiree medical restructuring.  See “Post Employment Health Care Benefits.” 
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COUNTY FINANCIAL INFORMATION 

Financial Statements 

The County’s accounting policies and audited basic financial statements conform with generally 
accepted accounting principles for financial reporting established by the Governmental Accounting 
Standards Board (the “GASB”). 

The basic financial statements include both the government-wide and fund financial statements.  
The government-wide financial statements are prepared using the accrual basis of accounting and the 
economic resources measurement focus.  The government-wide financial statements report long-term 
liabilities and capital assets.  Depreciation expense and accumulated depreciation are displayed on the 
government-wide financial statements.  The capital assets and related depreciation include the costs and 
depreciation of infrastructure assets.   

The fund financial statements for the governmental funds are prepared under the modified accrual 
basis of accounting and the current financial resources measurement focus with revenues being recorded 
when available and measurable and expenditures recorded when related fund liabilities are incurred, with 
all current unpaid liabilities being accrued at year end.  Fund financials are shown separately for specific 
major governmental funds, and in total for all other governmental funds.  Fund financial statements for 
proprietary funds are reported under the accrual basis of accounting and the economic resources 
measurement focus. 

The County Auditor-Controller maintains the accounting system and records of account for all 
County funds.  A separate Internal Audit Department, which reports to the Board of Supervisors, 
continually monitors internal controls.  Legal compliance audits of State programs are conducted by State 
Controller auditors. 

All of the County funds can be divided into three major categories of funds: governmental, 
proprietary and fiduciary.  Governmental funds include most of the County’s basic services and are used 
to account for essentially the same functions reported as governmental activities in the government-wide 
financial statements.  Proprietary funds consist of two types of funds: enterprise funds (which the County 
uses to account for its airport and waste management operations) and internal service funds (which are 
used to accumulate and allocate costs internally among the County’s various functions, such as insurance 
services, transportation, publishing and information technology).  Fiduciary funds are used to account for 
assets held on behalf of outside parties, including County agencies and other governments. 

The major governmental funds include the following funds: the County’s General Fund (the chief 
operating fund of the County), Roads, Public Library, Tobacco Settlement, Refunding Recovery Bonds 
and Recovery Certificates of Participation and Debt Prepayment (closed in August 2005), 2005 
Refunding Recovery Bonds and 2005 Lease Revenue Refunding Bonds, Flood Control District, Harbors, 
Beaches and Parks and Other Governmental Funds.  The funds are briefly described below: 

• The General Fund accounts for funds traditionally associated with government and all other 
funds, which are not required legally, or by sound financial management, to be accounted for in 
another fund.  Revenues deposited to the General Fund are primarily derived from taxes, licenses, 
permits, franchises, forfeitures, penalties, use of money and property, intergovernmental 
revenues, charges for services, and other revenues.  General Fund moneys are primarily expended 
for functions of general government, public protection, public ways and facilities, health and 
sanitation, public assistance, capital outlay and debt service. 
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• The Roads Fund accounts for the maintenance and construction of roadways, and for specialized 
engineering services to other governmental units and the public.  Revenues consist primarily of 
the County’s share of state highway users’ taxes, federal funds and charges for engineering 
services provided. 

• The Public Library Fund accounts for library services for the unincorporated areas as well as 
some of the incorporated areas within the County.  Property taxes provide most of the fund’s 
revenue; licenses, permits, federal and state aid and charges for services provide the remaining 
revenue. 

• The Tobacco Settlement Fund accounts for tobacco settlement monies allocated to the County 
from the State of California, pursuant to the Master Settlement Agreement concluded on 
November 23, 1998 between the major tobacco companies and 46 states (including California), 
the District of Columbia and four U.S. Territories.  On November 7, 2000, Orange County voters 
passed Measure H.  This measure requires the County to utilize its share of the national tobacco 
litigation settlement revenues in the following percentages: 

• 80% for specified health care services 

• 20% for public safety. 

• The Refunding Bonds and Recovery Certificates of Participation and Debt Prepayment Fund 
accounts, which were closed following the refunding and defeasance of the related bonds in 
August 2005. 

• The 2005 Refunding Recovery Bonds and 2005 Lease Revenue Refunding Bonds for the debt 
service transactions handled by the trustee bank. 

• The Flood Control District Fund accounts for the planning, construction, operation, and 
maintenance of regional flood protection and water conservation works, such as dams, control 
channels, retarding basins and other flood control infrastructure. 

• The Harbors, Beaches and Parks Fund accounts for the development and maintenance of County 
harbors, tidelands and related aquatic recreational facilities, as well as the acquisition, operation 
and maintenance of County beaches, inland regional park recreation facilities and community 
park sites in the unincorporated areas.  Revenues consist primarily of property taxes, state aid, 
lease and concession revenues, and park and recreation fees. 
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The following table presents a summary of revenues and other financing sources, expenditures 
and other financing uses, and the net changes in fund balances for the governmental funds described 
above for the Fiscal Years ended June 30, 2004 and 2005. 

TABLE A-3 

GOVERNMENTAL FUNDS 
COMPARATIVE SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES 
Fiscal Year Ending June 30, 2004 and June 30, 2005 

(In Thousands) 

 Revenues and Other 
Financing Sources 

Expenditures and Other 
Financing Uses 

Net Change in 
Fund Balances 

 2004 2005 2004 2005 2004 2005 
General Fund $2,291,343  $2,442,533  $2,308,807  $2,424,356  ($17,464) $18,177  
Roads 47,973 38,765 39,856 43,881 8,117  (5,116) 
Public Library 29,156 32,433 32,471 30,972 (3,315) 1,461 
Tobacco Settlement 31,375 31,031 41,858 32,179 (10,483) (1,148) 
Refunding Bonds and 

Recovery COPs & 
Debt Prepayment 

102,998 119,543 98,045 100,445 4,953 19,098  

Flood Control District 72,870 72,629 75,936 125,086 (3,066) (52,457) 
Harbors, Beaches, 

and Parks 
71,207 81,359 71,218 72,429 (11) 8,930 

Other Governmental 476,960 443,531 429,867 323,639 47,093 119,892 
TOTAL $3,123,882  $3,261,824  $3,098,058  $3,152,987  $25,824  $108,837  

  
Source: Orange County Comprehensive Annual Financial Reports June 30, 2005. 
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The following table sets forth the audited Total Governmental Funds and General Fund 
Combined Balance Sheet for Fiscal Year ended June 30, 2004 and for Fiscal Year ended June 30, 2005. 

TABLE A-4 

COUNTY OF ORANGE 
GENERAL FUND COMBINED BALANCE SHEET(1) 

June 30, 2004 and June 30, 2005 
(In Thousands) 

 2003-04 2004-05 

 

Total 
Governmental 

Funds General Fund 

Total 
Governmental 

Funds General Fund 
ASSETS     

Pooled Cash/Investments(1)(2) $1,424,752  $382,395  $1,535,483  $384,667  
Imprest Cash Funds(2)(4) 1,313 1,247 1,303 1,237 
Restricted Cash and Investments with Trustee(2) 510,326 - 526,102 2,721 
Investments(1)(2) 6,199 - 5,655 - 
Receivables 76,541 34,460 140,675 35,653 
Deposits In-Lieu of Cash   654  
Due from Other Funds(3) 86,303 36,562 86,072 42,825 
Due from Component Unit(3) 320 320 464 463 
Due from Other Governmental Agencies 259,475 242,236 278,123 264,963 
Inventory of Materials and Supplies(1)(4) 1,102 295 1,065 319 
Prepaid Costs(1)(4) 1,083 52 915 4 
Land and Improvements Held for Resale(1)(4) 1,703 - 1,255 - 
Notes Receivable 21,590 1,719 23,802 - 

Total Assets $2,390,707  $699,286 $2,601,568 $732,852 

LIABILITIES AND FUND BALANCES     

Liabilities     
Accounts Payable $60,891 $47,427  $68,506  $56,119  
Salaries and Employee Benefits Payable 66,284 60,411 74,439 67,883 
Deposits from Others 71,124 1,780 141,198 4,449 
Due to Other Funds(3) 75,815 42,460 80,676 37,254 
Due to Other Governmental Agencies  30,403 22,835 41,214 25,509 
Unapportioned Taxes 210 171 2,000 2,000 
Deferred Revenue(1) 245,874 221,037 244,592 218,296 

Total Liabilities 550,601 396,121 652,625 411,510 

Fund Balances     
Reserved(4) 1,093,446 179,186 1,118,312 157,794 

Unreserved, Reported in:     
General Fund 123,979 123,979 163,548 163,548 
Special Revenue Funds 340,750 - 319,167 - 
Debt Service Funds 101,447 - 122,873 - 
Capital Projects Funds 180,477 - 225,030 - 
Permanent Fund 7 - 13 - 

Total Fund Balances 1,840,106 303,165 1,948,943 321,342 

Total Liabilities and Fund Balances $2,390,707 $699,286 $2,601,568 $732,852 

  
Source: Orange County Comprehensive Annual Financial Reports June 30, 2004 and June 30, 2005. 
(1) See Note 1 in the Notes to the County’s Basic Financial Statements Fiscal Year Ended June 30, 2005 in BASIC FINANCIAL 

STATEMENTS of this Official Statement.  
(2) See Note 3 in the Notes to the County’s Basic Financial Statements Fiscal Year Ended June 30, 2005 in BASIC FINANCIAL 

STATEMENTS of this Official Statement. 
(3) See Note 6 in the Notes to the County’s Basic Financial Statements Fiscal Year Ended June 30, 2005 in BASIC FINANCIAL 

STATEMENTS of this Official Statement. 
(4) See Note 12 in the Notes to the County’s Basic Financial Statements Fiscal Year Ended June 30, 2005 in BASIC FINANCIAL 

STATEMENTS of this Official Statement. 
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The following table presents a more detailed summary of revenues, expenditures and changes in 
fund balances for the General Fund for Fiscal Years 2001-02 through 2004-05. 

TABLE A-5 

COUNTY OF ORANGE 
COMPARISON OF STATEMENT OF GENERAL FUND 

REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
(In Thousands) 

 2001-02 2002-03 2003-04 2004-05 
REVENUES     
Taxes $  209,481 $  221,223 $  237,544 $  393,078 
Licenses, Permits & Franchises 7,488 6,649 8,099 7,698 
Fines, Forfeitures & Penalties 44,648 48,623 40,210 41,451 
Use of Money and Property 18,079 11,859 6,869 13,277 
Intergovernmental Revenues 1,319,000 1,355,112 1,361,531 1,310,949 
Charges for Services 268,648 307,929 311,082 327,191 
Other Revenues 70,175 120,723 169,632 219,841 
TOTAL REVENUES $1,937,519 $2,072,118 $2,134,967 $2,313,485 
     
EXPENDITURES     
General Government* $  129,710 $  197,922 $  272,762 $  326,782 
Public Protection 686,119 748,922 788,007 797,812 
Public Ways and Facilities 24,314 26,058 27,967 27,168 
Health and Sanitation 417,373 435,898 439,376 443,965 
Public Assistance 595,628 612,374 605,829 609,016 
Capital Outlay 28,979 17,536 39,681 73,011 
Principal Repayment 2,689 3,362 3,635 3,533 
Capital Lease Interest 4,165 4,227 4,687 6,201 
TOTAL EXPENDITURES $1,888,977 $2,046,299 $2,181,944 $2,287,488 

Excess of Revenues Over 
Expenditures 

48,542 25,819 (46,977) 25,997 

Other Financing Sources (Uses)     
Operating Transfers In 89,596 95,671  138,234  90,206  
Operating Transfers Out (110,741) (160,348) (126,863) (136,868) 
Capital Lease Proceeds 1,696 2,817 18,142 38,842 
Excess of Revenues & Other 
Sources Over Expenditures and 
Other Uses 

29,093 (36,041) (17,464) 18,177 

Fund Balance, July 1 327,577 356,670 320,629 303,165 
FUND BALANCES (June 30) $356,670 $320,629 $303,165 $321,342 

  
Source: Orange County Office of Auditor-Controller, Comprehensive Annual Financial Reports. 

*Includes transfers from OCERS Investment Account.  See “COUNTY RETIREMENT SYSTEM” herein.  

County General Fund Budget 

Budget Process  

The County’s budget process usually begins in late December.  The CEO/County Budget Office 
(the “Budget Office”) prepares budget policy and detailed budget instructions for County departments.  
County departments then prepare their budget requests and submit them to the Budget Office.  The 
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Budget Office reviews and analyzes the department’s budget requests and makes recommendations to the 
CEO.  The Budget Office will also, in coordination with the County Auditor-Controller’s office, establish 
the level of non-departmental, County-wide revenues that will be available to the County.  The budget is 
compiled, balanced and reviewed with the Chief Financial Officer and CEO.  The Board of Supervisors 
annually holds budget hearings and adopts a final budget for the County (including the General Fund) in 
June.  The Board of Supervisors adopted a final budget for Fiscal Year 2006-07 on June 27, 2006. 

Strategic Financial Plan.  In 1997, the County initiated a strategic financial planning process to 
establish strategic priorities (i.e. infrastructure and program initiatives that are not included in baseline 
operations).  The process is a management tool and provides a structure to help the County face both 
short-term and long-term operational decisions. 

The main focus of the Strategic Financial Plan is the “Discretionary General Fund,” which 
represents the County programs that are funded by General Purpose Revenue.  Revenue received in the 
General Fund that is not specific to a program or service is referred to as “General Purpose Revenue.”  
General Purpose Revenue totals $558.7 million or about 11% of the total Fiscal Year 2006-07 adopted 
budget and approximately 21% of the General Fund Budget; in comparison, General Purpose Revenues 
totaled $446.3 million or about 9% of the total Fiscal Year 2005-06 adopted budget and approximately 
17% of the General Fund Budget.  General Purpose Revenues are available to meet debt service 
requirements, match or maintain requirements in State and federal programs; and to otherwise be 
allocated at the Board of Supervisors’ discretion. 

The basic revenue forecast, which is prepared by a team from Chapman University, has a ten-year 
horizon.  The detailed operating expense forecast has a five-year horizon, which is extended for an 
additional five years at a “bottom-line” level using some basic growth and inflation assumptions.  The 
ten-year horizon is used to estimate the ability of the County to fund the operation of new facilities. 

In 1998 the Board determined that all new Strategic Priorities would be funded according to the 
following principles: 

• The County would not construct any facility that it could not afford to operate in the 
foreseeable future; 

• One-time revenues would be used for one-time expenses; 

• The County’s budget must continue to be balanced throughout the five-year forecast; and 

• Prudent debt management and defeasance had to be incorporated into the planning process. 

In August 2005, the County successfully refinanced its bankruptcy related debt obligations, which 
resulted in $4.7 million annual savings for the General Fund, $102.5 million net present value total 
savings, and shortened the repayment period by 10 years.  The County issued the Refunding Recovery 
Bonds, 2005 Series (the “2005 Recovery Bonds”), in the amount of $146,005,000 and, together with 
monies from the Debt Prepayment Fund, refunded and defeased the outstanding Refunding Recovery 
Bonds, 1995 Series A (the “1995 Recovery Bonds”). Also, in August 2005, the County issued the 2005 
Lease Revenue Refunding Bonds (the “2005 Lease Revenue Bonds”), in the amount of $419,755,000 to 
refund and defease the outstanding 1996 Recovery Certificates of Participation, Series A (the “1996 
Recovery Certificates”). 

The County has also established a Strategic Priority reserve within the General Fund for 
designated and undesignated purposes (approximately $139.3 million, as of June 30, 2006). 
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Certain other funds, held outside the County General Fund have also been established under the 
Strategic Plan including (all amounts as of June 30, 2006): 

• A Designated Special Revenue Fund, (outside the General Fund) to be used for capital 
projects and interfund borrowings in the amount of approximately $25.5 million; 

• Program reserves (outside the General Fund) in the amount of approximately $142.7 million 
for sheriff and law enforcement, child support and health departments. 

In addition, the County maintains an account in OCERS, separate from OCERS monies used to 
fund OCERS benefits, originally funded with proceeds of the County’s 1994 pension obligation bonds, 
which had a balance as of December 31, 2005 of approximately $158 million (the “Investment Account”).  
Pursuant to an agreement between the County and OCERS, the County may direct the expenditure of any 
portion of the Investment Account to offset County contributions to OCERS.  However, the monies in the 
Investment Account may not be withdrawn by the County or used for expenditures other than OCERS 
contributions. 

Comparative Budgets for Fiscal Years 2004-05 through 2006-07. 

The following table sets forth the County’s adopted General Fund Budgets for Fiscal Years 2004-
05 through 2006-07, the current modified budget for Fiscal Years 2004-05 and 2005-06, the variance 
between the adopted budget and the current modified budget for Fiscal Year 2005-06, and the change 
between the adopted budgets for Fiscal Years 2005-06 and 2006-07. 
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TABLE A-6 

COMPARISON OF GENERAL FUND 
ADOPTED BUDGETS FOR FISCAL YEARS 2004-05, 

2005-06 AND 2006-07 
(In Thousands of Dollars) 

 2004-05 2005-06 2006-07 

 
Adopted 
Budget  

Current 
Modified 
Budget 

Adopted 
Budget  

Current Modified 
Budget 

Variance between 
Adopted Budget 

and Current 
Modified Budget 

Adopted 
Budget  

Change from 
2005-06 Adopted 

Budget 
REQUIREMENTS: 

      
 

Public Protection $780,079,975 $812,024,125 $813,382,873 $842,435,896 4% $891,899,342 10%(8) 
Health & Community Services  1,166,382,223 1,182,398,700 1,209,793,803 1,231,125,020 2 1,264,580,408 5(9) 
Infrastructure & Environmental 

Resources  93,427,136 95,124,839 96,666,868 99,129,142 3 106,637,820 10(10) 
General Government & Services 119,948,714 120,921,310 120,837,353 141,451,795 17(5) 143,711,146 19(11) 
Capital Improvements  43,144,791 44,092,229 65,178,110 72,660,849 11(6) 92,293,061 42(12) 

Debt Service 74,835,394 77,557,282 77,326,505 379,084,739(16) 390(7) 96,810,876 25 
Insurance, Reserves & Misc. 203,282,198 238,636,670 219,505,127 232,162,565 6 312,273,650 42(14) 
Increases to Reserves - - - 55,195,861 - 31,350,000 - 

Total Requirements  $2,481,100,431 $2,570,755,155 $2,602,690,639 $3,053,245,867 17% $2,939,556,303 13% 
AVAILABLE FUNDS: 

       
Fund Balance Available $107,100,000 $145,262,326(10) $105,000,000 $166,804,638 59% $118,515,000 13% 
Taxes         
 Property Tax 199,302,728 319,302,728 350,101,530 350,101,530 0 443,967,556 27(13) 

 Sales Tax 43,611,008 43,611,008 44,373,008 44,373,008 0 44,996,008 1 
Licenses, Permits & Franchises 8,157,656 7,367,656 7,580,410 7,580,410 0 8,101,248 7 
Fines, Forfeitures & Penalties  37,868,792 33,089,152 37,819,609 38,021,002 1 41,584,330 10 
Use of Money & Property(1) 9,526,995 9,526,995 15,445,385 15,086,748 -2 18,149,023 18 

Intergovernmental Revenues(2)  1,344,080,193 1,268,115,970 1,308,252,212 1,378,786,153 5 1,367,742,624 5 
Charges for Services  354,051,756 355,148,879 362,216,404 366,533,445 1 381,265,260 5 
Miscellaneous Revenues (3) 212,761,408 215,586,410 213,112,218 229,401,525 8(5) 296,562,813 39(14) 
Other Financing Sources(4) 130,919,663 155,314,918 146,086,852 456,557,408(16) 213(7) 218,672,441 50(15) (17) 

Decreases to Reserves 33,720,232 18,429,113 12,703,011 - 0 -  

Total Available Funds  $2,481,100,431 $2,570,755,155 $2,602,690,639 $3,053,245,867 17% $2,939,556,303 13% 

  
Sources: Orange County CEO Budget Services; Orange County Auditor-Controller. 
(1) Includes interest income. 
(2) Comprised of federal and State grants, matching funds and State-distributed revenues, including vehicle license fees.  See “Vehicle License 

Fees” below.  
(3) Includes money or other assets donated, paid or transferred to the County from private agencies, persons or other sources. 
(4) Operating transfers and residual equity transfers from other funds within the County. 
(5) Increase is mainly due to County’s increase in $15.2 million appropriations for Registrar of Voter’s Voter Verifiable Paper Audit Trail 

System and increase in employer contribution to retirement cost. 
(6) Increase is mainly due to County’s Re-budgeted Capital Improvements $6.8 million  
(7) Increase is attributable to a County’s debt refinancing – 2005 Refunding Recovery Bonds $146 million and prepayment of FY 06-07 

pension obligation $126 million. 
 (8) Increase is attributable to a County’s Public Protection Budget for Sheriff’s Theo Lacy Jail and Probation’s Youth Leadership Academy. 
(9) Increase is attributable to a County’s Health Care Agency’s MSI program $10 million and Proposition 63 Mental Health Services Act 

program $40 million. 
(10) Increase is attributable to a County’s Watershed & Coastal Resources Appropriations for Upper Newport Bay Restoration project $7 

million.  
(11) Increase is attributable to a County’s CAPS project $15.4 million increase. 
(12) Increase is attributable to a County’s cogeneration plant project $4 million increase, Central Justice Center floor by floor project $14.5 

million, Photo Voltaic project $2.8 million, and South County capital projects $3.7 million. 
(13) Increase is attributable to “triple flip” in the State’s 04-05 Budget, which replaced $63.2 million lost VLF revenue with an allocation of 

property tax revenue from amounts in the County’s Educational Revenue Augmentation Fund (ERAF), and the remainder projected to result 
from property tax revenue growth mainly due to $27.7 million restoration of two-year diversion of property tax revenue from the State.  

(14) Increase is mainly due to County’s increase in employer contribution to retirement cost. 
(15) Increase is mainly due to County’s increase in Operating Transfer for Proposition 63 Mental Health Services Act program, SSA 

Wraparound program, Central Justice Center project cost from Special Revenue Fund, etc. 
(16) Increase is attributable to 2005 Refinancing of Bankruptcy related debts of $155 million and Prepayment of FY 06-07 Pension Obligations 

of $115 million included in FY 05-06.   
(17) FY 06-07 includes $111 million Prepayment of FY 07-08 Pension Obligation funded from the Cost Applied to General Fund Agency 004 

vs. FY 05-06 funded by Other Financing Sources - Long-term Debt Proceeds. 
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General Discussion of General Fund Budgets for Fiscal Year 2004-05 through 2006-07 

The largest single source of funding in the General Fund portion of the County Budget is 
intergovernmental revenues.  Intergovernmental revenues accounted for an estimated 54.2% and 50.3% of 
all General Fund funding sources for Fiscal Years 2004-05 and 2005-06, and are budgeted to account for 
an estimated 46.5% of General Fund funding sources for Fiscal Year 2006-07.  Intergovernmental 
revenues are derived primarily from State and federal sources, and are dedicated to fund mandated public 
assistance programs in the health and welfare areas.  The County derives 30% of its revenues from the 
State, as the County receives the revenues in payment for services provided for the State.  See “STATE 
OF CALIFORNIA BUDGET INFORMATION” in the forepart of this Official Statement. 

State legislation (adopted as part of the “triple flip” in the State’s 2004-05 Budget) replaced lost 
vehicle license fee (“VLF”) revenues with an allocation of property tax revenues from amounts in the 
County’s Educational Revenue Augmentation Fund (“ERAF”).  As a consequence, unrestricted VLF 
revenues declined from $145 million in Fiscal Year 2004-05 to $54 million in Fiscal Year 2005-06.  Due 
to the pledge and intercept of VLF revenues for debt service payments on the 1996 Recovery Certificates, 
applicable State legislation provided the County with an amount of unrestricted VLF revenues equal to 
$54 million plus growth until the County refinanced its 1996 Recovery Certificates in August 2005.  
Beginning in Fiscal Year 2006-07, the State intercept of VLF revenue will no longer occur.  Instead, the 
County will receive approximately $54 million directly and account for it in General Purpose Revenues.  
The debt payment of 2005 Recovery Bonds will be paid through County General Fund debt services.  See 
“Vehicle License Fees” below.   

Real property taxes are projected to increase approximately $151 million from Fiscal Year 
2004-05 to Fiscal Year 2005-06.  Approximately $135.8 million of the projected increase in property 
revenues for Fiscal Year 2005-06 is attributable to transfers from the ERAF, and the remainder projected 
to result from property tax revenue growth of approximately 14% mainly due to restoration of two-year 
diversion of property tax revenue by the State.  Budgeted property tax revenues in Fiscal Year 2004-05 
and Fiscal Year  2005-06 include the impact of the two-year diversion of property tax revenue by the 
State, (with an estimated impact of $27.7 million per year for the County). This two-year diversion was 
also part of the State’s 2004-05 and 2005-06 Budgets.  See “STATE OF CALIFORNIA BUDGET 
INFORMATION” in the forepart of this Official Statement. 

Additional Assumptions Incorporated into the 2006-07 Budget.  The following additional 
assumptions are incorporated into the 2006-07 Budget: 

• Secured property taxes are assumed to grow at 14% and unincorporated area sales tax at 1%. 

• A two-year payment of State mandate reimbursements to the County will be paid during 
Fiscal Year 2006-07, representing Fiscal Years 2006-07 and 2007-08 payments of the state’s 
15-year plan to retire the mandate debt.  See “STATE OF CALIFORNIA BUDGET 
INFORMATION” in the forepart of this Official Statement. 

• County contributions to OCERS for Fiscal Year 2005-06 will be based upon Fiscal Year 
2004-05 rates, as adjusted to reflect the addition of the 2.7% at age 55 formula for general 
members, as calculated by OCERS prior actuary.  Fiscal Year 2006-07 OCERS contributions 
reflect the December 31, 2005 actuarial valuation completed by OCERS’ current actuary.  
Medical plan benefits for retirees continue to be paid on a “pay as you go” basis.  See 
“COUNTY RETIREMENT SYSTEM” below. 

• Health care benefits costs decreased by 1.8%. 
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Ad Valorem Property Taxation 

Taxes are levied by the County for each fiscal year on taxable real and personal property that is 
situated in the County based on the owner of record as of the preceding January 1.  For assessment and 
collection purposes, property is classified either as “secured” or “unsecured” and is listed accordingly on 
separate parts of the assessment roll.  The “secured roll” is that part of the assessment roll containing 
State assessed property and property on which a lien on real property is sufficient, in the opinion of the 
County Assessor, to secure payment of the taxes.  Other property is assessed on the “unsecured roll.” In 
addition to regular secured taxes, supplemental taxes may also be levied by accelerating property 
reassessment when a change of ownership or completion of new construction has occurred.  Supplemental 
tax bills representing the taxes on the increases in assessed value are prorated from the date of completion 
or change in ownership to the end of the fiscal year. 

Secured Property Roll.  Annual property taxes on the secured roll are due in two installments: 
November 1 and February 1 of each year.  Property taxes are collected by the County Treasurer-Tax 
Collector in accordance with the California Revenue and Taxation Code.  If unpaid, such taxes become 
delinquent on December 10 and April 10, respectively, and a ten percent penalty accrues with respect to 
any delinquent payment.  If such taxes remain unpaid as of July 1 of the fiscal year for which the tax was 
levied, the property securing the taxes is considered tax defaulted and may only be redeemed by payment 
of the delinquent tax, the ten percent delinquency penalty, and a redemption penalty of one and one-half 
percent per calendar month, or portion thereof, beginning July 1 of the year the property became tax 
defaulted.  Properties may be redeemed under an installment plan by paying current taxes plus all 
delinquent taxes over a four-year period.  If ad valorem taxes are unpaid for a period of five years or 
more, such properties may thereafter be sold by the County Treasurer-Tax Collector as provided by law. 

Beginning in Fiscal Year 1993-94, the County adopted an alternative method of secured tax roll 
apportionment, commonly known as the “Teeter Plan.” Under the Teeter Plan, secured roll property tax 
delinquency apportionments to participating taxing agencies (including the County) are “fronted” by the 
County.  The Teeter Plan advances 100% of the base amount of each participating agencies’ share of tax-
defaulted property taxes on the secured tax roll to such agencies.  Thereafter, all tax collections from tax 
defaulted properties, including the delinquency and redemption penalties are retained by the County.  The 
County’s annual up-front payments to participating taxing agencies are obligations of the County’s 
General Fund. 

On June 1, 1995, the Orange County Special Financing Authority (the “Teeter Authority”) issued 
$155,000,000 Teeter Plan Revenue Bonds, 1995 Series A, B, C, D and E (the “Teeter Bonds”).  Under a 
Sales and Servicing Agreement executed and delivered in connection with the Teeter Bonds, the County 
must annually sell all Teeter eligible tax-defaulted property receivables to the Teeter Authority.  As the 
County Tax Collector collects the taxes due on such receivables, the base taxes and related delinquencies 
and redemptions penalties are paid to the Teeter Authority, which applies such amounts received to the 
payment of the Teeter Bonds. 

Unsecured Property Roll.  Property taxes on the unsecured roll are due as of March 1 and 
become delinquent on August 31.  A 10% penalty attaches to delinquent taxes on property on the 
unsecured roll, and an additional penalty of 1½% per month begins to accrue on November 1.  The taxing 
authority has four ways of collecting delinquent unsecured personal property taxes: (1) a civil action 
against the taxpayer; (2) filing a certificate in the Office of the County Clerk specifying certain facts in 
order to obtain a judgment lien on certain property of the taxpayer; (3) filing a certificate of delinquency 
for recordation in the County Recorder’s Office, in order to obtain a lien on certain property of the 
taxpayer; and (4) seizure and sale of personal property, improvements or possessory interest belonging or 
assessed to the delinquent taxpayer. 
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Allocation of Property Taxes.  Property taxes are allocated to local governments pursuant to 
legislation implementing Article XIIIA of the California Constitution.  See “CONSTITUTIONAL AND 
STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS—Article XIII A of the State 
Constitution.”  Due to legislation enacted as part of the Fiscal Year 2004-05 State Budget and effective 
for Fiscal Year 2004-05, counties, including the County, and cities received property taxes from the 
schools’ allocation to replace local sales taxes and vehicle license fees transferred to the State.  See 
“Vehicle License Fees” and “Sales Tax” below.  During Fiscal Year 2005-06, secured and unsecured 
property tax collections, after the transfer required by State law to the ERAF which the State maintains 
for schools, were allocated approximately 11% to the County, 19% to the cities, 9% to the special 
districts, 8% to the Community Redevelopment Agency and 53% to the schools within the County. 

Assessed Valuation 

The County Assessor assesses all property within the County except utility property, which is 
assessed by the State Board of Equalization. 

Since 1981-82, property in California has been assessed at 100% of full cash value.  Under 
Proposition 13, Article XIII A of the California Constitution, the maximum ad valorem tax on real 
property is limited to 1% of the full cash value, to be collected by counties and apportioned according to 
law.  The full cash value may be adjusted upward annually by not more than two percent to account for 
inflation at a rate not to exceed 2% per year, or to reflect a reduction in the consumer price index or 
comparable data for the area under taxing jurisdiction, or may be reduced in the event of declining 
property value caused by substantial damage, destruction or other factors.  When property is transferred 
or new construction occurs it is assessed at its cash value at the time of such transfer or new construction.  
Due to changes in assessment under Article XIII A of the California Constitution, the County assessment 
roll no longer purports to be proportional to market value.  See “CONSTITUTIONAL AND 
STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS—Article XIII A of the State 
Constitution” in the forepart of this Official Statement. 
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The following table shows a history of assessed valuations in the County since Fiscal Year 
1997-98. 

TABLE A-7 

COUNTY OF ORANGE 
DETAIL OF ASSESSED VALUATION 

Fiscal Year Secured Unsecured Total % Change 

1997-98 $169,865,046,791 $12,419,269,521 $182,284,316,312 2.81% 
1998-99 179,516,778,221 13,108,960,458 192,625,738,679 5.67 
1999-00 195,323,008,643 13,813,463,645 209,136,472,288 8.57 
2000-01 213,564,809,154 14,983,491,508 228,548,300,662 9.28 
2001-02 233,481,525,233 15,485,055,439 248,966,580,672 8.93 
2002-03 252,221,711,352 17,463,152,919 269,684,864,271 8.32 
2003-04 270,854,284,436 17,069,543,691 287,923,828,127 6.76 
2004-05 294,656,787,665 17,145,607,805 311,802,395,470 8.29 
2005-06 325,401,404,927 17,175,454,566 342,576,859,493 9.87 
2006-07 356,986,560,378 20,290,922,710 377,277,483,088 10.13 

  
Source: Orange County Office of Auditor-Controller, Assessed Valuation Reports. 

Note: Figures in table include incremental value for redevelopment agencies and reflect exclusion of business inventory 
valuations.  Property is assessed at taxable full cash value, pursuant to California Revenue and Taxation Code Section 
135(a). 

Secured and Unsecured Taxes 

Tables A-8 and A-9 provide a list of the ten largest secured and unsecured taxpayers in the 
County for Fiscal Year 2006-07. 

TABLE A-8 

COUNTY OF ORANGE 
TOP TEN SECURED TAXPAYERS 

FISCAL YEAR 2006-07 

Taxpayers Secured Taxes 

1. The Irvine Company $ 48,787,752 
2. The Walt Disney Company 28,168,726 
3. Irvine Apartment Communities 18,995,040 
4. Southern California Edison Company 17,776,028 
5. Pacific Bell Tele Company 7,726,938 
6. Walt Disney World 7,644,481 
7. United Laguna Hills 6,791,976 
8. Irvine Company of W VA 5,308,972 
9. Maguire Properties-Park Place 4,318,317 
10. Irvine Community Development 4,283,041 
 TOTAL $149,801,271 

  
Source: Orange County Treasurer-Tax Collector. 
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TABLE A-9 

COUNTY OF ORANGE 
TOP TEN UNSECURED TAXPAYERS 

FISCAL YEAR 2006-07 

Taxpayers 
Unsecured 

Taxes 
1. Conexant Systems Inc 7,576,754 
2. Jazz Semiconductor, Inc. 4,763,473 
3. Cox Communications Orange 3,232,237 
4. Edwards Lifesciences LLC 2,085,425 
5. Ralph Grocery Co (A Corp) 1,699,032 
6. Contour Aerospace Inc 1,410,358 
7. McDonnell Douglas Corp. 1,309,532 
8. 3M  Company (A Corp) 1,216,039 
9. Delphi Automotive Systems 1,213,179 

10. Albertson’s Inc 1,081,370 
 TOTAL $25,587,399 

  
Source: Orange County Treasurer-Tax Collector. 

Vehicle License Fees 

The VLF is an annual fee collected by the State for any vehicle subject to registration in 
California.  Automobiles, motorcycles, pick-up trucks, commercial trucks and trailers, rental cars and 
taxicabs are all subject to the VLF.  Prior to the State’s Fiscal Year 2004-05 budget, revenue from or 
equal to the VLF was appropriated by the State to cities and counties for use in health, mental health and 
social services programs pursuant to certain State statutory mandates and as general purpose revenue (the 
latter being herein referred to as “unrestricted VLF revenues”). 

Pursuant to Section 11005 of the Revenue and Taxation Code, the State amended its allocation 
formula to provide that, commencing in Fiscal Year 2005-06, the State will pay to the County, from VLF 
revenues received statewide and deposited into the State’s Motor Vehicle License Fee Account, and prior 
to any allocation of such funds for any other city and county, (I) in Fiscal Year 2005-06, an amount 
(payable in monthly installments) equal to $54 million per year, and (II) for each year after Fiscal Year 
2005-06, an amount paid to the County in the prior year, adjusted for percentage changes in amounts 
credited to the Motor Vehicle License Fee Account from the prior year.  These monthly VLF payments, 
together with the remaining ERAF shift allocation (paid to the County in lieu of VLF revenues, as 
described below), will be deposited into the County’s General Fund and will be available to pay all 
obligations of the County.  However, there can be no assurance that the State will not reduce or eliminate 
the annual VLF payment required by Section 11005 of the Revenue and Taxation Code, with or without 
any equivalent ERAF shift to the County.   

Cities and counties, including the County’s, share of VLF general purpose revenues was 
substantially reduced by the State’s Fiscal Year 2004-05 budget (as part of what has been called the 
“triple flip”) and replaced with money shifted from the ERAF, beginning in Fiscal Year 2004-05 (the 
“ERAF Shift”).  The ERAF was originally created by the State in Fiscal Year 1992-93 to deposit certain 
prescribed amounts of property tax shifted from local governmental agencies to local schools.  The 
County is authorized to transfer an allocation for Fiscal Year 2004-05 specified by the State from the 
ERAF to a specific fund established by the County to receive such allocation (the “VLF Property Tax 
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Compensation Fund”).  In addition, the State has provided for an allocation in Fiscal Year 2005-06 to be 
deposited into the VLF Property Tax Compensation Fund based on a formula that takes into account 
adjusted actual allocations for Fiscal Year 2004-05 and the increase in gross taxable assessed value of 
property within the County.  For Fiscal Year 2006-07, the County estimates that the ERAF shift, net of 
the $54 million of VLF revenues payable to the County under the VLF Recovery Statutes will be 
$199 million. 

Also as part of the State’s Fiscal Year 2004-05 budget, the ERAF Shift is reduced in amounts 
allocated to cities and counties by a statewide aggregate of $700 million for Fiscal Years 2004-05 and 
2005-06 (which is being used by the State to address its budget needs).  The County’s share of this 
reduction, approximately $27.7 million in each of Fiscal Years 2004-05 and 2005-06, was included in the 
County’s Fiscal Year 2004-05 and 2005-06 Budgets. 

Additional Revenue to County from Recovery Statutes 

Legislation enacted by the State in 1995 as part of the County’s recovery plan (Chapters 745, 746, 
747, and 748 of the 1995 Statutes, collectively the “Recovery Statutes”) diverted certain revenue to the 
County from other public agencies or from funds within the County, and dedicated such revenue to the 
payment of obligations arising out of the County’s bankruptcy plan of adjustment, as described below.   

1. As discussed under “Sales Tax,” the deposit into the County General Fund, from sales 
and use taxes that otherwise would have been allocated to the County local transportation fund, the sum 
of $3,166,667 per month (or $38,000,000 per year) from July 1, 1996 until July 1, 2011.  These 
transportation sales tax revenues, together with sales tax generated within the unincorporated parts of the 
County, will flow into the General Fund. 

2. Transfer from the Orange County Development Agency (the “OCDA”) to the County 
General Fund of $4,000,000 per year (in two equal installments on February 15 and June 15) for a period 
of 20 years commencing on July 1, 1996.   

3. Reduction in the amount of property tax revenue allocated to the Orange County Flood 
District and the Harbors, Beaches and Parks Fund, initially by $4,000,000 for each fund, subject to 
increase based on increasing assessed valuations (estimated at $8.3 million for each fund for Fiscal Year 
2006-07), thereby increasing the amount of property tax allocated to the County for deposit to the County 
General Fund for each Fiscal Year from 1997-98 to 2015-16. 

In accordance with the requirements of the County’s bankruptcy plan of adjustment, the excess (if 
any) of the aforementioned revenues, excluding sales taxes derived from the unincorporated areas of the 
County, but including certain net revenues paid into the County General Fund on account of importation 
of solid waste (estimated at $12.7 million for Fiscal Year 2006-07), over the debt service and other costs 
payable on a fiscal year basis on the 2005 Lease Revenue Bonds and all amounts payable (if any) on 
certain County warrants, will be applied no later than 90 days following the end of each Fiscal Year, to 
restore certain County administered accounts under the County’s bankruptcy plan of adjustment. 

Sales Tax 

The sales tax is imposed upon retailers for the privilege of selling tangible personal property in 
California.  Most retail sales and leases are subject to the tax.  However, exemptions have been provided 
for certain essentials such as food for home consumption, prescription drugs, gas delivered through mains 
and electricity.  Other exemptions provide relief for a variety of sales ranging from custom computer 
software to aircraft. 
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As of January 1, 2006, the breakdown of the base state and local sales tax rate of 7.75 percent is 
imposed on the County as follows: 

• 5 percent imposed as a State General Fund tax; 

• 0.5 percent dedicated to local governments (including the County) for health and welfare program 
realignment; 

• 0.5 percent dedicated to local governments (including the County) for public safety services 
(“Proposition 172 Funds”); 

• 1.0 percent local tax imposed under the Uniform Local Sales and Use Tax Law (known as the 
“Bradley-Burns Act”), with 0.25 percent dedicated to county transportation purposes and 0.75 
percent for city and county general-purpose use; 

• 0.25 percent deposited into the Fiscal Recovery Fund to repay the State’s economic recovery 
bonds.  Upon payment of the States’ Economic Recovery Bonds, this amount become available 
for County general purpose use; and 

• 0.5 percent Optional Local Sales Tax for Mass Transit (“Measure M Sales Tax”). 

The allocation of 0.25 percent sales tax to the payment of economic recovery bonds became 
effective July 1, 2004, as part of the “triple flip” in the Governor’s 2004-05 Budget and pursuant to State 
Proposition 57, approved by the voters on March 2, 2003.  Proposition 57 authorized the issuance of up to 
$15 billion of economic recovery bonds secured the 0.25 % sales tax allocation.  Prior to July 1, 2004, 
this sales tax was available to cities and counties for general purposes, under the Bradley Burns.  Under 
the legislation implementing the “triple flip,” the lost sales tax is replaced by increased property tax 
revenues, payable through an additional ERAF shift, equal to the lost sales tax revenues (the “Countywide 
Adjustment Amount”). 

Senate Constitutional Amendment No. 4, approved by the voters as Proposition 1A in the 
November 2004 election, amended the State Constitution to, among other things, reduce the Legislature’s 
authority over local government revenue sources by restricting the State from lowering the local sales tax 
rate or changing the allocation of local sales tax revenues without meeting certain conditions.  See  
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS-
Proposition 1A” in the forepart of this Official Statement. 

Insurance 

The County has maintained a formal risk management program since the mid 1970’s.  Risk 
Management functions include:  risk identification, avoidance, prevention, transfer, mitigation and 
financing programs.  Risk financing is achieved through both self-insurance (risk retention) programs and 
the purchase of commercial insurance.  Claims and litigation management also includes subrogation cost 
recovery activities. 

Resources are budgeted in the Workers’ Compensation Internal Service Fund and the Property 
and Casualty Risk Internal Service Fund.  These internal service funds pay program costs including 
losses, expenses and administration costs.  The cash reserves held in these internal services funds are 
retained for the payment of current and future costs.  Actuarial studies are performed annually to 
determine the funding requirements for these activities. 
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Commercial insurance coverage is purchased for the County’s property and for certain 
specialized liability exposures related to airport, helicopter, watercraft, and dam operations.  Additionally, 
fine arts, underground storage tank, boiler and machinery, crime policies, notary bonds, and excess 
insurance for liability are also purchased.  All other liability exposures including general, auto and 
workers’ compensation are self-insured.  Various risk control techniques, including employee accident 
prevention training and regular work-site inspections, have been established to minimize losses. 

Litigation Management 

The Office of County Counsel generally represents the County’s interests in lawsuits involving 
actions of the Board of Supervisors, County employees or agents of the County.  These actions include 
employment, environmental and land use, contractual obligations, inverse condemnation and property tax 
refunds.  Legal matters controlled by the County Executive Office/Office of Risk Management are 
assigned to a panel of lawyers and law firms selected by Risk Management. 

Litigation 

There are a number of lawsuits pending against the County.  The County believes, based upon the 
advice of County Counsel and the County Risk Manager, as applicable, that the aggregate liability it 
might incur as a result of adverse decisions in such cases, after giving effect to the County’s self-
insurance program and its excess insurance coverage, will not have a material adverse effect on the 
County’s ability to make payments on or with respect to the Bonds. 

Short Term Debt 

In years prior to Fiscal Year 1995-96, the County pursued a cash management program for its 
General Fund through the issuance of tax and revenue anticipation notes (“TRANs”).  The County 
currently meets its cash flow needs through interfund borrowings (including borrowings from the County 
Flood Control District).  Notwithstanding, in order to pre-pay a portion of the County’s UAAL to OCERS 
payable in Fiscal Year 2006-07, on January 30, 2006, the County issued its $105,990,520 Taxable 
Pension Obligation Bonds, Series 2006 (the “2006 POBs”).  The County issued the 2006 POBs following 
OCERS decision to grant a 7.75% discount to County Fiscal Year 2006-07 contributions pre-paid to 
OCERS prior to January 31, 2006.  The 2006 POBs mature on June 29, 2007. 
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Outstanding Long Term Debt and Lease Obligations 

The County’s outstanding long-term debt and lease obligations are shown in the following table. 

TABLE A-10 

COUNTY OF ORANGE 
OUTSTANDING LONG-TERM DEBT AND LEASE OBLIGATIONS 

Description 
Source of 

Repayment 

Outstanding 
Principal Balance 

(June 30, 2006) 

Final 
Maturity 

Date 

Orange County Public Facilities Corporation Refunding Certificates of 
Participation (Civic Center Parking Facilities Project), 1991 

General Fund $  8,091,728 2018 

County of Orange Refunding Recovery Bonds, 2005 Series A General Fund $131,630,000 2015 
Orange County Special Financing Authority Teeter Plan Revenue Bonds, 
1995 Series A through E(2) 

Teeter Revenues $123,725,000 2014 

Orange County Public Financing Authority Lease Revenue Refunding 
Bonds, Series 2005 

General Fund $419,755,000 2017 

County of Orange Taxable Pension Refunding Obligation Bonds, Series 
1996 A(1) 

General Fund $ 55,657,232 2016 

County of Orange Taxable Pension Refunding, Obligation Bonds, Series 
1997 A(1) 

General Fund $ 44,059,066 2021 

Orange County Public Financing Authority Telecommunications 
Equipment Project Lease Revenue Bonds, Series 2001 

General Fund $  4,775,000 2008 

Airport Revenue Refunding Bonds, Series 2003 Airport Revenues $ 43,975,000 2018 
Airport Revenue Refunding Bonds, Series 1997 Airport Revenues $ 74,600,000 2012 
Orange County Public Financing Authority Waste Management System 
Refunding Revenue Bonds, Series 1997 

Solid Waste System 
Revenues 

$ 46,650,000 2013 

Orange County Public Financing Authority Juvenile Justice Center 
Facility Lease Revenue Refunding Bonds, Series 2002 

General Fund $ 65,770,000 2019 

Orange County Financing Authority Tax Allocation Revenue Bonds, 
Series 1992 A (Neighborhood Development and Preservation Project) 

OCDA Tax 
Increment Revenues 

$    725,000 (3) 2006 

Orange County Development Agency Tax Allocation Refunding Bonds, 
Series 2001 (Neighborhood Development and Preservation Project) 

OCDA Tax 
Increment Revenues 

$ 23,860,000 2022 

Orange County Development Agency Santa Ana Heights Project Area 
2003 Tax Allocation Refunding Bonds 

OCDA Tax 
Increment Revenues 

$ 35,480,000 2023 

  
Source: County of Orange. 
(1) The outstanding Taxable Refunding Pension Obligation Bonds, Series 1994A, Series 1996A and Series 1997A were economically defeased 

on June 22, 2000, through the deposit with the trustee of $175.492 million principal amount of AAA-rated debt securities issued by Fannie 
Mae, together with irrevocable instructions that these securities and other cash amounts and investments held by the trustee, will be used 
solely to retire the remaining Pension Obligation Bonds as they mature. 

(2) Variable rate. 
(3) Outstanding principal balance represents the full accreted value of the outstanding capital accretion bonds at maturity. 

 

The County has formed 23 community facilities districts and three assessment districts, the 
majority of which have issued bonds to finance the construction of public facilities in newly developing 
areas.  The bonds are paid from special taxes or assessments levied on all eligible property within each 
district’s boundaries.  The outstanding principal balance of these bonds as of June 30, 2006 was $656 
million.  Neither the faith and credit nor the taxing power of the County, or any political subdivision 
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thereof, is pledged to the payment of the bonds.  Additional community facilities districts or assessment 
districts may be formed and issue bonds.  The County is unable to predict the aggregate amount of such 
bonds that may be outstanding in the future. 

Capital and Operating Lease Obligations 

The County is the lessee under a number of capital leases in effect with respect to real property 
and equipment used by the County.  The following is a schedule by years of future minimum lease 
payments required by the County under capital leases together with the present value of net minimum 
lease payments, as of June 30, 2005.  The following tables concerning capital and operating lease 
obligations do not include the financing leases and certificates of participation described above under 
“Outstanding Long Term Debt and Lease Obligations.” 

TABLE A-11 

COUNTY OF ORANGE 
CAPITAL LEASE PAYMENTS 

(In Thousands) 

Fiscal Year Ending June 30 
 

2006 $13,418 
2007 13,210 
2008 13,428 
2009 13,696 
2010 12,241 
2011-2015 50,211 
2016-2020 46,155 
2021-2025 34,975 
2026-2027 980 
Total minimum lease payments 198,314 
Less: amount representing interest (92,125) 

Present value of net minimum lease payments $106,189 
  
Source: Orange County Office of Auditor-Controller, Comprehensive Annual Financial Report for year ended June 30, 2005. 
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The County is committed under various operating leases primarily for office buildings, office 
equipment and other equipment.  The following is an approximation of future minimum operating lease 
commitments of the County as of June 30, 2005. 

TABLE A-12 

COUNTY OF ORANGE 
OPERATING LEASE PAYMENTS 

(In Thousands) 

Fiscal Year Ending June 30 Equipment Real Property Total 

2006 $18,707  $24,285  $42,992  
2007 14,013 20,365 34,378 
2008 12,825 19,346 32,171 
2009 4604 17,041 21,645 
2010 923 14,055 14,978 
2011-2015 – 29,120 29,120 
2016-2020 – 1,885 1,885 
TOTAL $51,072 $126,097 $177,169 
  
Source: Orange County Office of Auditor-Controller, Comprehensive Annual Financial Report for year ended June 30, 2005. 

 

Overlapping Debt and Debt Ratios 

The County contains numerous municipalities, school districts, and special purpose districts such 
as water and sanitation districts, which have issued general obligation bonded indebtedness.  Set forth in 
the following table is a direct and overlapping debt report (the “Debt Report”) prepared by California 
Municipal Statistics, Inc. as of July 1, 2006.  The Debt Report is included for general information 
purposes only.  The County makes no representations as to its completeness or accuracy.  Some of the 
issues may be payable from self-supporting enterprises or revenue sources other than property taxation. 
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TABLE A-13 

ORANGE COUNTY 
 

2005-06 Assessed Valuation:                      $342,576,859,493   (includes unitary utility valuation) 
Redevelopment Incremental Valuation:          30,614,424,731 
Adjusted Assessed Valuation:                     $311,962,434,762 

 
 
 

   
OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 7/1/06 
Orange County Teeter  Plan Obligations 100.     % $  123,725,000 
Metropolitan Water District 21.052 82,011,224 
Coast Community College District 100. 102,718,867 
North Orange County Joint Community College District 97.247 235,575,024 
Rancho Santiago Community College District 100. 210,699,166 
Unified School Districts 100. 581,922,656 
Anaheim Union High School District 100. 128,308,955 
Fullerton Joint Union High School District 90.440 57,187,844 
Huntington Beach Union High School District 100. 204,458,794 
School Districts 100. 200,968,685 
Irvine Ranch Water District Improvement Districts 100. 164,600,000 
Moulton-Niguel Water District Improvement Districts 100. 56,410,000 
Santa Margarita Water District Improvement Districts 100. 198,945,000 
South Coast Water District 100. 5,355,000 
Cities 100. 25,185,000 
Orange County Community Facilities Districts 100. 674,425,374 
Other Community Facilities Districts 100. 1,287,362,995 
City and Special District Special Assessment Bonds 100. 856,920,012 
County 1915 Act Bonds 100.    127,283,296 
  TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT  $5,324,062,892 
   
OTHER DIRECT AND OVERLAPPING DEBT:   
Orange County General Fund Obligations 100.     % $   583,497,000 (1) 
Orange County Pension Obligations 100. 93,616,298 
Orange County Office of Education Certificates of Participation 100. 19,820,000 
Orange County Transit Authority 100. 1,235,000 
Municipal Water District of Orange County Water Facilities Corporation 100. 20,800,000 
Orange County Sanitation District Certificates of Participation 100. 130,370,000 
Community College District Certificates of Participation 100. 45,485,000 
Unified School District Certificates of Participation 100. 278,233,003 
High School District Certificates of Participation 90.440-100. 59,676,402 
School District Certificates of Participation 100. 62,910,000 
City of Anaheim General Fund Obligations 100. 656,283,068 
Other City General Fund Obligations 100. 546,039,014 
Irvine Ranch Water District Certificates of Participation 100. 44,200,000 
Moulton-Niguel Water District Certificates of Participation 100. 32,135,234 
Other Special District General Fund Obligations 100.      34,445,000 
  TOTAL GROSS OTHER DIRECT AND OVERLAPPING DEBT  $2,608,745,019 
    Less: Orange County Transit Authority (80% self-supporting)  988,000 
 MWDOC Water Facilities Corporation (100% self-supporting)  20,800,000 
 City of Anaheim self-supporting obligations (100% self-supporting)  626,215,108 
 Other city authority self-supporting bonds  37,766,000 
 South Coast Water District Enterprise Revenue Bonds (100% self-supporting)         3,305,000 
  TOTAL NET OTHER DIRECT AND OVERLAPPING DEBT  $1,919,670,911 
   
  GROSS COMBINED TOTAL DEBT  $7,932,807,911(2) 
  NET COMBINED TOTAL DEBT  $7,243,733,803 
   
(1) Excludes lease revenue bonds to be sold.  Excludes accreted values.  The County currently has General Fund and Pension Obligations that 

include capital appreciation bonds. 
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded capital lease 

obligations. 
 
Ratios to 2005-06 Assessed Valuation: 
  Total Overlapping Tax and Assessment Debt 1.55% 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/06:  $948,026 

YV:($600) 
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COUNTY RETIREMENT SYSTEM 

General 

The County contributes to the Orange County Employees Retirement System (“OCERS”), 
established in 1945 pursuant to the County Employees Retirement Law of 1937, California Government 
Code Section 31451 et. seq. (the “Retirement Law”).  OCERS is an independent, defined-benefit 
retirement plan in which employees of the County and employees of certain cities and special districts 
within the County participate.  OCERS is governed by the Board of Retirement (the “OCERS Board”), 
which is independent of the County Board of Supervisors, although the Board of Supervisors appoints 
four members of the nine-member OCERS Board.  Certain attributes of independence of OCERS are 
guaranteed under the California Constitution.  The OCERS Board supervises the investment of OCERS 
assets and the distribution of benefits to retired employees.  The OCERS Board also determines the 
annual contributions required of the County and other participating local governmental entities to fund 
OCERS.  Such annual contributions consist primarily of two components: the so-called “normal cost” 
contribution and the “unfunded accrued actuarial liability” (the “UAAL”) contribution, to the extent a 
UAAL exists. 

The Retirement Law requires an actuarial valuation to be performed at least every three years.  
OCERS practice has been to conduct an actuarial valuation on an annual basis as of December 31, of each 
year, which is the end of the OCERS fiscal year. 

According to OCERS most recent public report dated December 31, 2005, entities paying into the 
OCERS include the County, Orange County Transportation Authority, Orange County Sanitation District, 
University of California, Irvine Medical Center, City of San Juan Capistrano, Transportation Corridor 
Agencies, Orange County Vector Control District, Orange County Department of Education, Orange 
County Cemetery District, Orange County Public Law Library, Orange County Fire Authority, City of 
Rancho Santa Margarita, Orange County Children and Families Commission, OCERS, Orange County 
Local Agency Formation Commission and Orange County Superior Court.  The County payments 
represent approximately 80% of the payments into OCERS. 

Under OCERS, each County employee receives a “defined benefit” at retirement, that is, a 
specific amount per month determined in accordance with the labor contracts negotiated between the 
County and employees, which amount is not dependent upon the amount of money credited to the 
employee’s account at the time of retirement. 

Actuarial Valuation and Funding Methodology 

Actuarially, based on OCERS’ assumptions, OCERS currently has an UAAL.  The UAAL for 
OCERS is an estimate based on a series of assumptions that operate on demographic data of OCERS’ 
membership.  This process is necessary to determine, as of the date of the calculation, how sufficient the 
assets in OCERS are to fund, as of the date of calculation, the accrued costs attributable to currently 
active, vested terminated and retired employees.  This determination of underfunding rests on actuarial 
assumptions regarding expected return on invested assets, the assumed future pay increases for current 
employees, assumed rates of disability, the assumed retirement ages of active employees, the assumed 
marital status at retirement, and the post-employment life expectancies of retirees and beneficiaries, salary 
increases, contributions to OCERS, inflation, and other factors.  The UAAL is paid by all participating 
agencies, including the County, and amortized, over a period of years (as described below).  The County 
previously funded a portion of the UAAL attributable to the County with the proceeds of taxable pension 
obligation bonds.  See “Actuarial and Funding Status” below and “Outstanding Long Term Debt and 
Lease Obligations” herein. 
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When measuring assets for determining the UAAL, many pension plans, including OCERS, 
“smooth” market value gains and losses to reduce volatility.  If in the period for which an actuarial 
valuation is prepared the actual investment return on OCERS’ assets is lower or higher than the actuarial 
assumed rate of return, then 20% of the shortfall or excess is recognized in each of the succeeding fiscal 
years, resulting in the smoothing or spreading of that shortfall or excess over a five-year period.  The 
impact of this will result in “smoothed” assets which are lower or higher than the market value of assets 
depending upon whether the remaining amount to be smoothed is either a net gain or a net loss. 

Benefit Formulas 

Under current phased collective bargaining agreements with County employees, the County 
agreed to the following enhanced retirement formulas: 

• 3% at age 50 – safety employees  

• 2.7% at age 55 – general employees (approx. 13,000) (In collective bargaining agreements 
with general employees which expire on June 2007, the unions agreed that current employees 
will pay the costs of the difference between retirement benefits at the prior formulas (1.667% 
at age 62 and 2.0% at age 57)  and the new 2.7% at age 55 formula). 

• 1.667% at age 62 and 2.0% at age 57 – general members of the American Federation of State, 
County and Municipal Employees (approx. 860 employees) who have not agreed to the 2.7% 
at age 55 retirement formula 

In the 1997 Ventura decision of the California Supreme Court, the Court stated that for the 
purpose of calculating pension benefits, “final earnings” can mean not only base salaries, but also other 
components (such as overtime and extra pay categories).  Orange County employee contributions under 
current contracts are calculated only on base salary, which excludes other additional items of 
compensation. 

December 31, 2004 Actuarial Valuation 

OCERS’ actuarial valuation, as of December 31, 2003, was completed on July 16, 2004 by 
OCERS’ former actuary who determined the UAAL to be $1.309 billion.  In 2004, OCERS retained a 
different actuary to complete an actuarial valuation of OCERS (the “2004 Valuation”) as of December 31, 
2004.  The revised 2004 Valuation calculated the UAAL as of December 31, 2004 to be $2.16 billion.  
The 2004 Valuation determined that the ratio of the valuation assets to actuarial accrued liabilities 
decreased from 78.5% as of December 31, 2003 to 70.85% as of December 31, 2004.  (The 2004 
Valuation estimated that the UAAL and funding ratio, without the changes in actuarial assumptions, 
procedures and methodologies used in their valuation, would have been $1.761 billion and 74.9%, 
respectively.)  The average aggregate employer contribution rate for the County in the 2004 Valuation 
increased from 18.89% of payroll beginning July 1, 2005 to 24.29% beginning July 1, 2006, and 
employee rates, some of which are contributed by the County under existing bargaining agreements also 
increased.  Employer and employee rates are expressed as a percentage of payroll.   

The $850 million increase in UAAL was attributable to a number of factors including the 
following: 

 – differences between the 2004 Valuation and the prior actuary’s valuation system and 
procedures;  
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 – changes in assumptions, including salary scale, withdrawal and retirement assumptions, 
based upon the December 31, 2004 triennial experience study of the County; and  

 – benefit changes including adoption of a 2.7% at age 55 formula for the County, Orange 
County Superior Court and Orange County Fire Authority general members; 2.5% at age 55 for the 
Orange County Sanitation District; and 3% at age 50 for the County’s safety officers. 

December 31, 2005 Actuarial Valuation 

OCERS December 31, 2005 actuarial valuation (the “2005 Valuation”) was completed by 
OCERS’ current actuary.  The 2005 Valuation calculated UAAL as of December 31, 2005 as $2.30 
billion, increased from $2.16 billion as of December 31, 2004.  The UAAL increase was mainly due to 
unfavorable actuarial experience during the 2005 calendar year.  The ratio of the valuation value of assets 
to actuarial accrued liabilities in the 2005 Valuation is 71.53%.  The aggregate employer contribution rate 
is calculated in the 2005 Valuation at 24.30% of payroll beginning July 1, 2007.  Employee rates, some of 
which are contributed by the County under existing bargaining agreements, decreased from that in the  
2004 Valuation, primarily due to changes in membership demographics.  

Actuarial and Funding Status 

Actual investment returns for the past five years for OCERS shown in Table A-14.  Average 
returns for the past ten years have been 6.28% per year. 

TABLE A-14 

Orange County Employees Retirement System 
HISTORICAL INVESTMENT RETURNS 

(Fair Value) 

 2001 2002 2003 2004 2005 

 -3.22% -5.46% 19.84% 11.40% 8.83% 

  
Source: Orange County Employees Retirement System Comprehensive Annual Financial Report for the Year Ended 

December 31, 2005. 

OCERS is funded pursuant to the Entry Age Normal funding method.  Among the actuarial 
assumptions currently used in valuing the plan are (i) an investment return assumption of 7.75%, (ii) a 
policy to amortize OCERS UAAL as of December 31, 2004 over a declining 30-year period, 
(iii) amortizing any increases or decreases in UAAL that arise in the future years due to actuarial gains or 
losses over 15 years, (iv) all amortizations conducted on a level percent of pay basis and (v) a 3.5% 
inflation assumption.  Actuarial assumptions are subject to change. 

Table A-15 shows the changes in OCERS net plan assets for the past three calendar years. 
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TABLE A-15 

ORANGE COUNTY EMPLOYEES’ RETIREMENT SYSTEM 
CONTRIBUTIONS 

(In Thousands of Dollars) 

 Years Ended December 31 
 2003 2004 2005 

Contributions Received $205,824 $276,361 $333,673 
Net Investment Gains (Losses) 788,036 568,027 460,431 
Net Securities Lending Income and Other Income 1,050 973 1,548 
Participant’s Benefits (210,273) (230,684) (257,929) 
Withdrawals and Refunds (6,412) (7,845) (6,999) 
Administrative Expenses (8,848) (9,463) (9,953) 
Increases (Decreases) in Plan Net Assets $769,377 $597,369 $520,773 

  
Source: The Orange County Employees Retirement System Comprehensive Annual Financial Report for the Year Ended 

December 31, 2005. 

 

The County contributions represent approximately 80% of total employer contributions. 

Table A-16 shows the present value of retirement benefits, the actuarial value of assets available 
for retirement benefits, and two indicators of funding progress for OCERS, the funding ratio and the ratio 
of UAAL to annual payroll.  As of December 31, 2005, OCERS’ actuarial valuation of assets still 
reflected the deferral of approximately $156 million in net gains due to the recognition of gains and losses 
on an actuarial basis over a five-year “smoothing” period.  Approximately 80% of the OCERS unfunded 
liability is allocable to the County. 
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TABLE A-16 

ORANGE COUNTY EMPLOYEES’ RETIREMENT SYSTEM  
SCHEDULE OF FUNDING PROGRESS 

(Dollars in Thousands) 

Actuarial 
Valuation 

as of 
December 

31 

Actuarial 
Value of 
Assets 

Actuarial 
Accrued 
Liability 
(AAL) 

Total 
Unfunded 
Actuarial 
Accrued 
Liability 

(UAAL)(1) 
Funded 

Ratio(2) 
Covered 

Payroll(3) 
UAAL as a Percentage 
of Covered Payroll(4) 

2001 4,586,844 4,843,899 257,055 94.69% 1,122,763 22.89% 
2002 4,695,675 5,673,754 978,079 82.76% 1,242,348 78.73% 
2003 4,790,099 6,099,433 1,309,334 78.53% 1,243,964 105.25% 
2004(5) 5,245,821 7,403,972 2,158,151 70.9% 1,257,085 171.68% 
2005 5,786,617 8,089,627 2,303,010 71.5% 1,276,764 180.38% 
  
(1) Actual value of assets minus actual accrued liability.   
(2) Actuarial value of assets divided by actuarial accrued liability. 
(3) Annual payroll against which UAAL amortized. 
(4) UAAL divided by covered payroll. 
(5) Effective with the 2004 plan year, the actuarial valuation of plan assets was changed to a 5-year smoothing 

methodology based on market value rather than a rolling 5-year modified book value. 
Note:   
1. The 12/31/01, 12/31/02, 12/31/03, 12/31/04 and 12/31/05 actuarial value of assets exclude $221,643,000, 

$143,675,000, $143,744,000, $155,245,000 and $158,218,736 of the County Investment Account balances 
respectively. 

Source: The Orange County Employees’ Retirement System Comprehensive Annual Financial Report for the Year Ended 
December 31, 2005. 

In September 1994, the County issued $320 million of pension obligation bonds, of which $318 
million in proceeds were paid to OCERS.  See “Outstanding Long Term Debt and Lease Obligations.”  
For accounting purposes OCERS maintains the proceeds in a County Investment Account.  Amounts in 
the County Investment Account have been used to fund a portion of the County’s contributions over time, 
pursuant to agreements between OCERS and the County which gives the County significant discretion in 
applying the credit.  As of December 31, 2005, approximately $158 million of such proceeds remained 
available as future credits to the County’s pension obligations. 
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Table A-17 below shows the County’s required contributions and the percentage contributed for 
the past five Fiscal Years and the current Fiscal Year. 

TABLE A-17 

ORANGE COUNTY EMPLOYEES’ RETIREMENT SYSTEM 
COUNTY CONTRIBUTIONS 

(Dollars in Thousands) 

Year Ended 
County Cash 

Contribution(1) 

OCERS Investment 
Account 

Contribution 

Total Annual 
Required 

Contribution 
Percentage 
Contributed 

06/30/03 59,801 97,571 157,372 100% 
06/30/04 114,851 49,001 163,852 100 
06/30/05 181,834 7,158 188,992 100 
06/30/06(2) 228,498 11,596 240,094 100 
06/30/07(3) 156,360 11,000 167,360 100 

  
(1) Amounts exclude Special Districts (i.e. OC Children & Families Commission, Law Library, Vector Control etc.).  Amounts 

include Superior Courts and OCERS. 
(2) Net of $114,947 for pre-payment of County’s FY 2006-07 expense. 
(3) Projected. 
Source:  County Cash Contribution data from Orange County Budget Services.  OCERS Investment Account Contribution data 

from Orange County Employee's Retirement System. 

Investors are cautioned that, in considering the amount of the UAAL, the funded ratio, and the 
calculations of normal cost as reported by OCERS and the resulting amounts of required contributions by 
the County, this is “forward looking” information.  Such “forward looking” information reflects the 
judgment of the board of OCERS and its actuaries as to the amount of assets which OCERS will be 
required to accumulate to fund future benefits over the lives of the currently active employees, vested 
terminated employees and existing retired employees.  These judgments are based upon a variety of 
assumptions, one or more of which may prove to be inaccurate or be changed in the future.  That may 
change with the future experience of OCERS. 

For additional information, see Note 18 in the “Notes to the Basic Financial Statements Fiscal 
Year Ended June 30, 2005,” which appears as an Appendix to this Official Statement.  Various reports for 
OCERS are posted from time to time on the OCERS’ website, www.ocers.org.  Such reports are not 
incorporated as part of this Official Statement. 

Retirement Contribution Prepayment 

On January 30, 2006, the County issued its $105,990,520 Taxable Pension Obligation Bonds, 
Series 2006 (the “2006 POBs”).  The County issued the 2006 POBs following OCERS decision to grant a 
7.75% discount to the County Fiscal Year 2006-07 contributions pre-paid to OCERS prior to January 31, 
2006.  The 2006 POBs mature on June 29, 2007. 

Post Employment Health Care Benefits 

Plan Description.  On August 1, 1993, the County Board of Supervisors approved the County of 
Orange Retiree Medical Plan (the “Medical Plan”) to assist career employees in maintaining health 
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insurance coverage following retirement from County service.  The Medical Plan is not required by the 
Retirement Law. 

Under the Medical Plan, eligible retired County employees receive a monthly grant (the “Grant”), 
which helps offset the cost of monthly health plan and/or Medicare premiums.  The monthly Grant 
amount is determined by a formula which multiplies a base number by the number of years of qualifying 
County employment up to a maximum of 25.  The base number for calendar year 2006 is $15.99, and the 
maximum Grant is $399.75/mo.  The base number is adjusted annually based on a formula defined in the 
Plan document, with a maximum increase/decrease of 5%. 

In order to be eligible to receive the Grant upon retirement, the employee must be at least 50 
years old, have completed at least 10 years of service (although exceptions for disabled persons exist), be 
enrolled in a County health plan and/or Medicare and be able to receive a monthly benefit payment from 
OCERS.  The amount of the Grant is netted against the monthly health plan and/or Medicare premium 
payable by the retiree for retiree and dependent coverage, with the retiree obligated to pay the remaining 
balance.  Any Grant in excess of the monthly health plan and/or Medicare premium payable is forfeited to 
the Medical Plan.  Surviving dependents of a deceased employee or retiree eligible for the grant are 
entitled to receive 50% of the Grant the employee/retiree was eligible to receive. 

In addition to the Grant, the Medical Plan provides a lump sum benefit payment to terminated 
employees not eligible for the Grant.  The lump sum benefit payment is equal to 1% of the employee’s 
final average hourly pay (as defined), multiplied by the employee’s qualifying hours of service (as 
defined) since the Medical Plan’s effective date. 

Funding Policy.  To date, the County has paid Medical Plan liabilities on a “pay as you go” 
basis, and has not established a permanent funding (reserve) policy for the Medical Plan.  Funds used to 
pay current Medical Plan benefits are derived from two sources: first, County contributions, including a 
portion of employee contributions described below, and second, certain funds set aside in OCERS.  The 
source of the funds within OCERS is certain investment earnings that exceed the assumed actuarial rate of 
return.  Due to several years of realized gains on OCERS’ assets of less than the assumed actuarial rate of 
return, excess reserves have been depleted and a fund set aside for interim funding of the Medical Plan, 
the Retiree Member Benefit Reserve (RMBR), is being used for that purpose.  According to OCERS, 
excess reserves are not expected to be available for payment of Medical Plan benefits for the immediate 
future. 

In August 2004, the County and OCERS approved an amended and restated Additional Retiree 
Benefit Account (ARBA) agreement (the “ARBA Agreement”) which, among other things, revised the 
funding of the Medical Plan in cases when excess reserves from OCERS are not available.  Under the 
ARBA Agreement, if the funding level for RMBR is less than the projected two years’ funding level and 
there are no excess reserves in OCERS, the County will increase its OCERS contributions to the lesser of 
the amount required to bring RMBR to a two year funding level or one percent of General Fund payroll.  
Since RMBR is not currently funded at the two year level, the County began paying 1% of payroll to 
OCERS on July 1, 2005.  Current projections show that the current funding sources will fall short of 
meeting long term funding requirements. 

As part of County agreements with employees and bargaining units, employees contribute 1% of 
pay toward payment of current year health care costs.  Currently, 0.75% of the 1% employee payment is 
used to pay Grants. 

Actuarial Valuation.  In November 2005, the County received a June 30, 2005 actuarial 
valuation for County of Orange Retiree Healthcare Plan (the “Report”) from an outside consultant, Bartel 
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Associates, LLC.  The Report is based upon data as of June 30, 2005 and includes County employees and 
employees of other governmental entities who use the County’s benefits system.  The Report is intended 
to determine retiree healthcare plan benefit obligations as of June 30, 2005 pursuant to Governmental 
Accounting Standards Board Statement No. 45 (GASB 45).  The County is required to report in 
conformity with GASB 45 beginning with the fiscal year ending June 30, 2008.  In addition to liabilities 
for the Grant and lump sum payments under the Medical Plan, the Report includes liabilities for the value 
of the implied “subsidy” provided to retirees by extending medical benefits to retirees at the same rate 
charged to active employees.  Among the actuarial methods and assumptions used in the Report are:  (i) 
the Entry Age Normal actuarial cost method, (ii) amortizing the unfunded accrued actuarial liability over 
30 years as a level percentage or payroll, (iii) a 4.25% long-term expected rate of return on County funds, 
(iv) a 4.00% per annum payroll increase assumption, and (v) assumed increases in the monthly Plan Grant 
of 2.06% in 2006 and 5.00% for 2007 and beyond, the Report estimates the actuarial accrued liability (the 
liability or obligation for benefits earned or allocated to past service at the valuation date calculated using 
the selected actuarial methods and assumptions) at approximately $1.418 billion, which due to the current 
“pay-as-you-go” funding, is virtually all unfunded.  The Report also determined that the Annual Required 
Contribution (ARC – the normal cost (value of benefits expected to be earned or allocated to the fiscal 
years) plus a 30-year level percent of pay amortization of the unfunded liability) for Fiscal Year 2005-06 
would be $125.67 million. 

Medical Plan Restructuring 

On September 12, 2006, the Board of Supervisors approved agreements with OCEA and SEIU 
(collectively representing approximately 12,000 County employees) which include restructuring the 
current Medical Plan.  The Restructured Medical Plan will:  

• Effective January 2008, pool current employees and retirees separately for the purposes 
of determining medical insurance premiums 

• Once retiree becomes Medicare eligible, reduce Grant by 50%.  Retirees who as of 
September 12, 2006 were aged 65 or older will receive no reduction.  Current retirees age 
64 or younger will receive a 50% reduction once Medicare eligible, but no sooner than 1 
year. 

• The Grant for current employees retiring after September 12, 2006 will be reduced 7.5% 
for each year prior to age 60 and increased by 7.5% for each year of service after age 60 
up to age 70 

• County will establish a Trust to administer Retiree Medical Plan monies, effective 
January 1, 2007 

• The Lump sum benefit is phased out 

• Effective June 23, 2006, the County will fund the entire cost of the Restructured Medical 
Plan. 

The Restructured Medical Plan is estimated to reduce the $1.418 billion unfunded actuarial 
accrued liability from the Report and lower the ARC.  The extent of the UAAL and ARC reductions will 
depend on a number of factors, including but not limited to the result of ongoing negotiations between the 
County and other bargaining units.  The County presently intends to fund the entire ARC for the 
Restructured Medical Plan.  In addition, effective September 30, 2005, employees represented by the 
American Federation of State, County and Municipal Employees ceased participation in the Medical Plan 
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and agreed to separate current employees from retirees for health premium  purposes, effective January 1, 
2007. 

County Plans For the Future 

The County is presently in negotiations with its remaining bargaining units.  The County is 
unable to represent that any further Medical Plan design changes and/or changes to reduce or eliminate 
the implied subsidy will be successfully negotiated, and to the extent such changes will result in litigation 
against the County from current employees or retirees.  However, published reports following the Board 
of Supervisors actions approving the agreements with OCEA and SEIU suggest that retirees may institute 
litigation against the County in connection with the Restructured Medical Plan and the separate pooling of 
current employees from retirees for health premium determination.  The County is unable to predict the 
outcome of any litigation resulting from any changes to the Medical Plan or the implied subsidy. 

Investors are cautioned that, in considering the amount of the actuarial liabilities and the resulting 
amounts of required contributions by the County, this is “forward looking” information.  Such “forward 
looking” information reflects the judgment of the board of the County and its actuaries as to the amount 
of assets which will be required to accumulate to fund future benefits over the lives of the currently active 
employees and existing retired employees.  These judgments are based upon a variety of assumptions, one 
or more of which may prove to be inaccurate or be changed in the future, that may change with the future 
experience of the County. 

For additional information, see Note 19 in the “Notes to the Basic Financial Statements Fiscal 
Year Ended June 30, 2005,” which appears as Appendix B to this Official Statement. 

COUNTY INVESTMENT POLICY 

The County Treasurer has been granted the authority to deposit and invest County and County 
agency funds under the County Treasurer’s control pursuant to California Government Code Section 
27000 et seq. and Section 53600 et seq. and certain actions of the County Board of Supervisors.  
Additionally, school districts located in the County are required to deposit their moneys with the County 
Treasurer pursuant to the California Education Code.  The deposits of funds from other districts and local 
agencies may be invested with the County Treasurer pursuant to a procedure established by California 
Government Code Section 53684 and other statutory provisions. 

The County Treasurer is to adhere to the strict guidelines for permitted investments established by 
the County’s “Investment Policy Statement” (the “Investment Policy”), which applies solely to funds 
currently invested by the County Treasurer in the Orange County Investment Pool (the “Commingled 
Pool”), the Orange County Educational Investment Pool (the “Educational Pool”) and the John Wayne 
Airport Investment Pool (together with the Commingled Pool and the Educational Pool, the “Pools”).  
Certain other funds, such as narcotics suppression funds, are invested separately and are not subject to the 
Investment Policy.  The Investment Policy requires investment of public funds in a manner which will, in 
order of priority, maintain safety of principal, meet fund participants’ daily cash flow needs and achieve 
the highest yields, while conforming to all applicable State statutes and Board of Supervisors’ actions 
regarding public funds investment.  The Investment Policy establishes a Money Market Fund and 
Extended Fund as components of the Pools (currently, the John Wayne Airport Pool does not participate 
in the Extended Fund).  The County Treasurer shall determine, on a cash flow basis, the percentage of 
moneys to be invested in both the Money Market Fund and Extended Fund.  The maximum maturity of 
investments under the Money Market Fund is 13 months, with a maximum weighted average maturity of 
90 days.  The maximum maturity of the Extended Fund is 3 years, with a maximum weighted average of 
18 months.  The investments in the Pools are marked to market daily to determine the value of the Pools.  
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To further maintain safety, the County Treasurer is required to adhere to an investment strategy of 
diversification in regard to instruments and maturities, as well as maintain internal controls for proper 
accounting and reporting, compliance, document safekeeping, collateralization and qualified financial 
broker-dealers. 

TABLE A-18 

AUTHORIZED INVESTMENTS IN THE POOLS 
Effective As of January 1, 2006 

Type of Investment Permitted Concentration 

U.S.  Treasury instruments backed by the full faith and credit of 
the United States government 

100% 

Obligations issued or guaranteed by agencies of the United States 
government 

100% 

Commercial paper of “prime” quality with a high rating 
(A-1/P-1/F-1) provided by two of Moody’s, S&P and Fitch, with 
further restrictions regarding issuer size and maturity 

Between 40% and 50% 
depending upon fund and rating 

Negotiable certificates of deposit issued by a nationally or state-
chartered bank or state or federal association or by a state-licensed 
branch of a foreign bank and is rated by two of Moody’s, S&P and 
Fitch and such rating is not below P-1, A-1, F-l, the Money Market 
Funds may invest in U.S.  dollar denominated certificates of 
deposit issued in London, England (Euro CD) 

30% 

Banker’s acceptances, with a maturity not to exceed 180 days and 
where issuer banks are rated by two of Moody’s, S&P and Fitch 
and such rating is not below P-1, A-1, F-1 

40% 

Money market mutual funds 20%; no more than 10% may be 
invested in any one money 
market fund 

State of California or municipal long-term debt rated at least “A” 
by two of Moody’s, S&P or Fitch and short-term debt rated at least 
MIG 1/VMIG 1, SP-1 or F-1 by two of Moody’s, S&P or Fitch 
with no less than an “A” rating on long-term debt (10%) 

10% 

“AA” or better receivable-backed securities where the issuer is 
rated A or better by two of Moody’s, S&P and Fitch 

10% 

Medium-term notes, rated A or better by at least two of Moody’s, 
S&P and Fitch, which note issuer has a short term rating, if any, 
not less than A-1, P-1 or F-1, for the Extended Fund, medium-term 
notes with an AAA rating by two of Moody’s, S&P and Fitch may 
have a maturity greater than 397 days (not to exceed 3 years) 

30% 

The Money Market Funds may invest in funding agreements with a 
rating of not less than A-1, P-1 or F-1 by two of Moody’s, S&P or 
Fitch 

10% 
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The Money Market Funds may also invest in such other securities 
that are “eligible securities” under SEC Rule 2A-7 of the 
Investment Company Act or 1940 and meets other applicable 
requirements of Government Code section 53601.7 

10% 

Repurchase agreements are limited to maturities of one year or less 
and must be collateralized by securities with a value of at least 
102% of the repurchase price 

50% 

In addition, no investment may be purchased from an issuer that has been placed on credit watch 
– negative by any rating agency, or whose credit rating or investment rating falls below the minimum 
levels specified above unless the issuer has a short-term rating of A-1+ or F-1+ by S&P or Fitch or at 
least an AA or Aa2 long-term rating by S&P and Fitch or Moody’s. 

The Investment Policy expressly prohibits leverage, reverse repurchase agreements, structured 
notes or any investment commonly considered a derivative instrument.  Under the Investment Policy, no 
more than 5% of the total market value of the funds within the Pools may be invested in securities of any 
one issuer, with the exception of obligations of the United States Government, U.S. Government agencies 
or government-sponsored enterprises.  At the time of purchase of any security, a fund may invest up to 
twelve and a half percent (12.5%) of its total market value in the securities of a single issuer for a period 
of up to three business days.  The fund may not invest in the securities of more than one issuer under this 
provision at any time.  In addition, no more than 10% of the total market value of the funds within the 
Pools may be invested in one money market mutual fund.  All investments will be United States dollar 
denominated and marked to market daily.  All permitted investments are required to comply in every 
respect with applicable California Government Code provisions. 

Treasury oversight is conducted by the County Treasury Oversight Committee, established in 
December 1995, which is comprised of the CEO, the County Auditor-Controller, the County 
Superintendent of Schools or designee and two public members.  In addition, the Investment Pool is rated 
by both Moody’s and Fitch, who have assigned the Investment ratings of “AAA/MR-1” and “AAA/V 
1+,” respectively. 

As of June 30, 2006, the market value of the Commingled Pool (combined money market fund 
and extended fund) was $2,950,141,081.  The diversification of the Commingled Pool’s assets, as of such 
date is shown in the following table. 

Type of Investment % of Commingled Pool 

Municipal debt 3.65% 
Repurchase agreements 5.76 
U.S. Government Agencies 31.49 
Commercial paper 25.91 
Certificates of deposit 20.23 
Medium-term notes 12.34 
Money market mutual funds 0.62 

As of June 30, 2006, the market value of Commingled Pool moneys invested in the Extended 
Fund was $1,147,709,796.  The weighted average maturity of all Commingled Pool moneys was 164 
days.  The current yield of the Commingled Pool at June 30, 2006 was 4.9%.  In total, on a cost basis on 
such date, the County Treasurer had $5,537,980,746 under investment in the Pools and various other 
separately managed investments. 
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ECONOMIC AND DEMOGRAPHIC INFORMATION 

Population 

Growth 1997-2006.  The County is the second most populous county in the State and the fifth 
most populous in the nation.  During the period 1997 through 2006, the population of the County 
increased by approximately 16.1%, compared to 16.2% for the State and 12.8% for the United States. 

TABLE A-19 

COUNTY OF ORANGE, STATE OF CALIFORNIA AND 
UNITED STATES POPULATION GROWTH 

Date County State United States 

1997 2,699,584 32,452,789 267,783,607 
1998 2,749,564 32,862,965 270,248,003 
1999 2,802,818 33,418,578 272,690,813 
2000 2,863,529 34,098,740 282,193,477 
2001 2,918,427 34,784,382 285,107,923 
2002 2,962,808 35,392,960 287,984,799 
2003 3,004,371 35,989,983 290,850,005 
2004 3,036,002 36,004,661 293,656,842 
2005 3,047,054 36,728,196 296,410,404 
2006 3,072,336 37,172,015 299,258,511 

  
Source: Orange County and State Statistics – California State Department of Finance, 2006.  United States Statistics – Bureau 

of Census, 2006. 

Projected Growth Through 2050.  Table A-20 includes population projections for the County, 
the State and the United States.  The County is expected to have growth rates lower than statewide levels 
but somewhat comparable to nationwide levels through the year 2050. 

TABLE A-20 

COUNTY OF ORANGE, STATE OF CALIFORNIA AND 
UNITED STATES POPULATION PROJECTIONS 

Year County State United States 

2010 3,260,162 39,246,787 308,936,000 
2020 3,526,144 43,851,741 335,805,000 
2030 3,665,343 48,110,671 363,584,000 
2040 3,704,802 51,538,596 391,946,000 
2050 3,702,641 54,777,700 419,854,000 

  
Source: Orange County and State Projections – California State Department of Finance, 2006.  United States Projections – 

Bureau of the Census, 2006. 

Public Schools (Elementary and Secondary) 

Public instruction in the County is provided by twelve elementary school districts, three high 
school districts and twelve unified (combined elementary and high school) districts.  For the fall of 2005, 
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the largest district, the Santa Ana Unified School District, had 59,310 students enrolled.  Public school 
enrollment for the period 2001-02 through 2005-06 is presented in Table A-21. 

TABLE A-21 

COUNTY OF ORANGE 
PUBLIC SCHOOL ENROLLMENT 

Grade Levels 2001-02 2002-03 2003-04 2004-05 2005-06 

Total Enrollment K-12 503,351 512,105 515,464 513,744 510,114 
  
Source: Orange County Department of Education, California Basic Educational Data Systems Report. 

Colleges and Universities 

The County has a number of top-rated, college-level educational institutions, including the 
University of California at Irvine and California State University at Fullerton, several private colleges, 
universities and law schools and four community college districts. 

Employment 

The following table summarizes the historical numbers of workers in the County since 2001. 

TABLE A-22 

COUNTY OF ORANGE 
ESTIMATED WAGE AND SALARY WORKERS BY INDUSTRY* 

 2001 2002 2003 2004 2005 

Agricultural 7,100 7,300 7,200 6,700 5,300 
Mining & Natural Resources 600 600 500 600 700 
Construction 80,700 79,200 83,700 92,200 99,300 
Manufacturing  (Durable & Nondurable) 208,500 190,800 183,900 183,500 182,700 
Trade, Transportation and Utilities 264,400 262,500 265,000 264,900 268,900 
Information (Telecom, Publishing, etc.) 40,200 36,800 35,200 33,800 32,800 
Finance, Insurance & Real Estate 105,900 110,200 122,200 132,300 138,200 
Services (Professional, Health, Ed.  Etc.) 562,500 568,500 584,200 596,200 612,900 
Government 150,900 155,100 154,200 153,400 155,300 

Total All Industries 1,420,800 1,411,000 1,436,100 1,463,600 1,496,200 
  
Source: California Employment Development Department 

* Does not include proprietors, self-employed, unpaid volunteers or family workers, domestic workers in households, and 
persons involved in labor/management trade disputes.  Employment reported by place of work.  Items may not add to totals 
due to independent rounding.  March 2005 Benchmark. 
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Industry Trends and Outlook�F

* 

Services Sector.  Services are the County’s largest industry.  Services are expected to continue to 
lead the County’s industries in the creation of new jobs during the forecast period.  It is expected that the 
services industry will reflect an increase of 119,800 jobs (26%) to a total of 573,800 by 2012.  The largest 
growth is expected to be in business services, with a projected increase of 62,800 jobs to a total of 
311,600.  Business services include professional, scientific and technical services; management of 
companies and enterprises; and administrative and support and waste services. 

Construction Sector.  The County’s construction sector is composed of three primary industries: 
special trade contractors (including plumbers, electricians, carpenters and related workers); general 
building contractors (including residential and commercial builders); and heavy construction (including 
highway and bridge construction and maintenance).  Construction employment in the County is expected 
to increase by 31,900 jobs (40.3%) during the forecast period and reach 111,100 by 2012. 

Manufacturing Sector.  The County’s manufacturing sector comprises two primary industries: 
durable goods and nondurable goods.  Employment in manufacturing peaked in 1988 when there were 
254,300 jobs.  Since then, jobs in this sector declined to a level of 190,800 by 2002.  The bulk of this 
decline was in the durable goods field, primarily in the high tech/aerospace related industries.  Projections 
for the end of the forecast period (2012) indicate that manufacturing jobs will increase by 4.6% to a total 
of 199,600. 

Trade, Transportation and Utilities Sector.  This employment sector comprises two primary 
industries:  wholesale and retail trade; and transportation, warehousing and utilities.  Employment in this 
sector averaged 262,500 jobs in 2002.  It is anticipated that employment in this area will increase by 
18.6% and reach 311,200 jobs by 2012.  Growth will be spread throughout both segments of this 
employment sector, with the largest anticipated gains being in trade with an anticipated 46,000 new jobs 
followed by transportation, warehousing and utilities with an anticipated 2,700 new jobs. 

Finance, Insurance and Real Estate Sector.  This employment sector is composed of two primary 
industries:  finance and insurance, and real estate and rental/leasing.  Employment in this sector is 
expected to increase by 23,600 new jobs (21.4%) to a total of 133,800 by 2012.   

Government Sector.  This employment sector comprises two primary areas:  state/local 
government employment and federal government employment.  Overall, government sector employment 
is expected to reflect a 24.7% growth rate, with an increase of 38,300 jobs to a total of 193,400 by 2012.   

Mining Sector.  Mining is the smallest industry in the County.  This industry is expected to 
remain constant at 600 jobs during the forecast period. 

Agriculture 

Although representing a small percentage of the jobs in the County, agriculture remains an 
important sector of the County’s economy.  The total gross freight on board (f.o.b.) value of County 
agricultural products increased to $293,562,971 in 2004.  The f.o.b. is an indicator of the first point of sale 
for a farmer and includes cost of production, harvesting and preparation for market.  A five-year summary 
of farm production in the County is provided in Table A-23. 

                                                      
*  Forecast Period 2001 to 2012. 

  Source:  California Employment Development Department. 
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TABLE A-23 

COUNTY OF ORANGE 
GROSS VALUE OF FARM PRODUCTION 

Production Type 2000 2001 2002 2003 2004 

Animal Industry $       595,092 $       553,164 $       390,536 $       235,884 $       305,570 
Apiculture 101,143 85,332 155,600 267,875 95,595 
Field Products 1,807,203 2,193,920 969,580 888,680 1,116,608 
Nursery 214,877,220 218,833,111 232,095,556 214,232,056 211,438,660 
Orchards 97,325,226 64,534,910 64,416,357 81,398,716 62,379,756 
Vegetables 51,715,719 32,852,615 46,261,670 14,591,513 18,226,782 
 $366,421,603 $319,053,052 $344,289,299 $311,614,724 $293,562,971 
  
Source: Orange County Department of Agriculture, Annual Orange County Crop Reports. 

Major Employers 

The following table lists the top ten employers in the County. 

TABLE A-24 

COUNTY OF ORANGE 
TOP TEN EMPLOYERS 

(2004) 

Employer Name 
Number of Employees 
(Full and Part-Time) 

Walt Disney Company 21,000 
County of Orange 16,489 
University of California, Irvine 15,500 
Boeing Company 11,160 
St.  Joseph Health System 8,975 
Albertsons, Inc. 8,700 
Tenet Healthcare Corp. 8,389 
Yum! Brands Inc. 6,500 
SBC Communications, Inc. 5,658 
Target Corp. 5,436 

  
Source: Orange County Business Council, 2005 for all employers other than the County of Orange; number of County of 

Orange employees, provided by the County of Orange, includes full-time regular status employees only. 
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Labor Force, Employment and Unemployment 

The following table summarizes the labor force, employment and unemployment figures over the 
period 1996 through 2005 for the County and the State. 

TABLE A-25 

COUNTY OF ORANGE AND STATE OF CALIFORNIA 
LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT 

YEARLY AVERAGE 

Year and Area 
Civilian Labor 

Force 
Civilian 

Employment 
Civilian 

Unemployment 

Civilian 
Unemployment 

Rate 

1996     
Orange County 1,336,400 1,280,400 56,000 4.2 
California 15,435,900 14,303,500 1,132,400 7.3 

1997     
Orange County 1,373,900 1,328,200 45,700 3.3 
California 15,792,500 14,780,800 1,011,700 6.4 

1998     
Orange County 1,426,700 1,385,300 41,400 2.9 
California 16,166,900 15,203,700 963,200 6.0 

1999     
Orange County 1,461,200 1,422,100 39,100 2.7 
California 16,430,600 15,566,900 863,700 5.3 

2000     
Orange County 1,480,900 1,428,700 52,200 3.5 
California 16,857,500 16,024,300 835,200 4.9 

2001     
Orange County 1,513,000 1,452,800 60,200 4.0 
California 17,150,100 16,220,000 932,100 5.4 

2002     
Orange County 1,531,300 1,454,500 76,800 5.0 
California 17,330,700 16,168,200 1,162,500 6.7 

2003     
Orange County 1,557,400 1,482,400 75,000 4.8 
California 17,403,900 16,212,600 1,191,300 6.8 

2004     
Orange County 1,580,800 1,512,800 68,000 4.3 
California 17,499,600 16,407,900 1,091,700 6.2 

2005     
Orange County 1,602,200 1,541,800 60,400 3.8 
California 17,695,600 16,746,900 1,948,700 5.4 

  
Source: California Employment Development Department, 2006. 
Note:  Figures may not add due to rounding. 
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Taxable Sales 

Table A-26 summarizes the annual volume of taxable transactions since 2002. 

TABLE A-26 

COUNTY OF ORANGE 
TAXABLE TRANSACTIONS 

(In Thousands) 

Type of Business 2002 2003 2004 2005 2006 

Apparel Group $  1,508.0 $  1,697.1 $  1,881.9 $  2,033.4 $  2,136.2 
General Merchandise 4,618.9 4,855.7 5,205.1 5,530.9 5,848.9 

Specialty Stores 4,837.2 5,085.6 5,700.3 6,024.9 6,389.5 
Food Stores 1,722.8 1,759.3 1,763.7 1,975.8 2,069.7 

Eating and Drinking 3,884.4 4,149.1 4,475.8 4,693.8 4,949.9 
Furniture and Appliances 1,787.3 2,053.3 2,205.1 2,357.5 2,484.9 

Building Materials 2,276.0 2,480.2 2,950.6 2,940.8 3,035.7 
New Motor Vehicles 5,542.7 6,205.5 6,596.8 6,888.9 7,203.0 
Other Motor Vehicles 1,311.2 1,399.9 1,612.5 1,717.2 1,814.3 

Service Stations 2,158.4 2,602.0 3,050.1 3,419.6 3,794.0 
Total Retail Sales 29,646.9 32,287.7 35,442.0 37,582.8 39,726.0 

Business & Personal Services 2,615.2 2,699.3 2,819.9 2,940.6 3,049.8 
All Other Outlets 12,607.2 12,503.1 13,420.2 14,363.1 15,133.5 

Total Taxable Sales $44,869.3 $47,517.1 $51,682.1 $54,886.6 $57,909.4 
  
Source: The Chapman University Economic & Business Review, December 2006. 
 

Housing Characteristics 

The total number of housing units in the County was estimated by the California State 
Department of Finance to be 1,018,380 as of January 1, 2006.  This compares to 966,086 reported in 2000 
and 875,105 in 1990.  Data Quick Information estimated that as of May, 2006, the median value of an 
existing single-family home in the County was $646,000 as compared to $469,000 for the State. 

Building Permits 

The total valuation of residential building permits issued in the County exceeded $2.1 billion in 
2005.  Table A-27 provides a summary of residential building permit valuations and the number of new 
dwelling units authorized in the County during the period 2001 through 2005. 
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TABLE A-27 

COUNTY OF ORANGE 
RESIDENTIAL BUILDING PERMIT VALUATIONS AND PERMITS ISSUED 

 

 2001 2002 2003 2004 2005 
Permit Valuation       

Residential $ 1,905,321 $ 2,328,123 $ 2,076,976 $ 2,243,642 $ 2,100,436 
Nonresidential 1,349,607 1,208,626 1,005,547 1,132,848 1,494,759 

Number of Deeds Recorded 145,590 176,753 202,018 167,773 159,455 
  
Source: The Chapman University Economic & Business Review, June 2006. 
 
Water Supply 

Maintaining the County’s water supply is the responsibility of the Orange County Water District 
(“OCWD”), manager of the County’s groundwater basin, and the Municipal Water District of Orange 
County (“MWDOC”), the County’s largest manager of imported water.  More than 60% of the County’s 
water is from local groundwater sources; the rest is imported.  The County’s natural underground 
reservoir is sufficient to carry it through temporary shortfall periods, but local supplies alone cannot 
sustain the present population. 

Recreation and Tourism 

The County is a tourist center in Southern California because of the broad spectrum of 
amusement parks and leisure, recreational and entertainment activities that it offers.  These tourist 
attractions are complimented by the year-round mild climate. 

Along the County’s Pacific Coast shoreline are five state beaches and parks, five municipal 
beaches and five County beaches.  There are two small-craft docking facilities in Newport Harbor, a third 
located at Sunset Beach and a fourth at Dana Point. 

Other major recreational and amusement facilities include Disneyland, Disney’s California 
Adventure, Knott’s Berry Farm and the Spanish Mission of San Juan Capistrano.  Also located within the 
County are the Anaheim Convention Center, Edison International Field of Anaheim, Arrowhead Pond of 
Anaheim, Orange County Performing Arts Center, Verizon Wireless Amphitheater and the Art Colony at 
Laguna Beach with its annual art festival. 
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The Anaheim Convention Center is located adjacent to Disneyland.  It is situated on 50 acres and 
is one of the largest convention centers on the West Coast.  Table A-28 summarizes the number of 
conventions held in the County, as well as attendance for the period 1996 through 2005. 

TABLE A-28 

COUNTY OF ORANGE 
CONVENTION ACTIVITY 

Year Conventions Attendance 

1996 406 914,806 
1997 449 979,259 
1998* 480 750,698 
1999* 468 767,689 
2000 511 860,055 
2001 540 959,000 
2002 568 1,008,171 
2003 639 1,160,954 
2004 669 1,194,090 
2005 625 1,113,224 

  
Source: Anaheim/Orange County Visitor and Convention Bureau, 2005. 

* A portion of the decrease in 1998 and 1999 from attendance and expenditure levels of prior years is attributable to the 
effects of the construction of Disney’s California Adventure theme park and related infrastructure projects. 

Transportation 

The County is situated in the most heavily populated area in California and has access to 
excellent roads, rail, air and sea transportation.  The Santa Ana Freeway (Interstate 5) provides direct 
access to downtown Los Angeles and connects with the San Diego Freeway (Interstate 405) southeast of 
the City of Santa Ana providing a direct link with San Diego.  The Garden Grove Freeway (State 22) and 
the Riverside Freeway (State 91) provide east-west transportation, linking the San Diego Freeway, Santa 
Ana Freeway and the Newport Freeway (State 55).  The Newport Freeway provides access to certain 
beach communities. 

Drivers in the County have access to three toll roads.  The 91 Express Lanes is a 10-mile express 
lanes toll road in the median of the SR 91 connecting Orange County and Riverside County.  The San 
Joaquin Toll Road (73) runs from Costa Mesa to Mission Viejo connecting to the I-405 and the I-5 
freeways.  The Foothill Eastern/Eastern Toll Road (241, 261 and 133) connects to the SR 91 near the 
Riverside County line and I-5 freeway in the City of Irvine, the Laguna Canyon Road, and other cities in 
South County. 

Rail freight service is provided by the Burlington Northern Santa Fe Railway and the Union 
Pacific Railroad Company.  Amtrak provides passenger service to San Diego to the south, Riverside and 
San Bernardino Counties to the east, and Los Angeles and Santa Barbara to the north.  Metro Link 
provides passenger service to San Bernardino and Riverside counties to the east, Oceanside to the south 
and Los Angeles County to the north.  Bus service is provided by Greyhound Bus Lines.  The Orange 
County Transportation Authority provides bus service between most cities in the County.  Most interstate 
common carrier truck lines operating in California serve the County. 
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The John Wayne Airport is located in the County’s unincorporated area adjacent to Santa Ana, 
Costa Mesa, Irvine and Newport Beach.  Major airlines, including Aloha, American, Alaska, Delta, 
America West, Continental, Northwest, Frontier, Southwest and United, fly from the airport to major 
cities throughout the country.  In 2005, approximately 9.6 million passengers were served. 

Natural Disasters; Seismic Activity/Fires 

Natural disasters, including floods, fires and earthquakes, have been experienced in the County.  
Seismic records spanning the past half century and historic records dating from the 1700s through the 
early 1900s indicate that the County is a seismically active area.  The State Office of Emergency Services 
indicates that significant tremors are likely to occur in several fault zones during the next 50 to 100 years, 
including a tremor of 7.0 on the Richter scale within the Newport-Inglewood fault system.  The chance of 
a Richter 7.0 earthquake occurring is estimated to be 1 to 2% in any year.  For this reason, local building 
codes require that structures be designed to withstand the expected accelerations for the area without 
collapsing or suffering severe structural damage. 

Maps published by the State Department of Conservation indicate that portions of the County 
may be subject to the risk of earthquake-induced landslides or liquefaction. 
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The Introductory Section, the Supplemental Information in the Financial Section and the 
Statistical Section have been intentionally omitted from this Appendix B.  Copies of the complete 
Comprehensive Annual Financial Report are available upon request from the County. 
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APPENDIX C 

BOOK-ENTRY SYSTEM 

General 

The Bonds will be delivered in book-entry only form.  DTC will act as securities depository for 
the Bonds.  The Bonds will be issued as fully-registered certificates registered in the name of Cede & Co. 
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of 
DTC.  One fully-registered Bond will be delivered for each maturity of the Bonds, in the aggregate 
principal amount of such maturity, and will be deposited with DTC. 

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 2.2 million 
issues of U.S. and non-U.S. equity, corporate and municipal debt issues, and money market instrument 
from over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, 
clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of Direct 
Participants of DTC and Members of the National Securities Clearing Corporation, Fixed Income 
Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also 
subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange 
LLC, and the National Association of Securities Dealers, Inc.  Access to the DTC system is also available 
to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and 
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, 
either directly or indirectly (“Indirect Participants”).  DTC has Standard & Poor’s highest rating: AAA.  
The DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission.  
More information about DTC can be found at www.dtcc.com and www.dtc.org. 

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual 
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their 
purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their ownership 
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC.  The deposit of Bonds with DTC and their registration 
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the 
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identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be 
the Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  The Authority and the Trustee will not have any 
responsibility or obligation to such DTC Participants or the persons for whom they act as nominees with 
respect to the Bonds. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to 
the Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.  Under its 
usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date.  
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to 
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Principal, premium, if any, and interest payments with respect to the Bonds will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s 
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail 
information from the Authority or the Trustee, on each payment date in accordance with their respective 
holdings shown on DTC’s records.  Payments by Participants to Beneficial Owners will be governed by 
standing instructions and customary practices, as is the case with securities held for the accounts of 
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant 
and not of DTC, the Trustee or the Authority, subject to any statutory or regulatory requirements as may 
be in effect from time to time.  Payment of principal and interest to Cede & Co. (or such other nominee as 
may be requested by an authorized representative of DTC) is the responsibility of the Authority or the 
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its services as depository with respect to the Bonds at any time 
by giving reasonable notice to the Authority or the Trustee.  Under such circumstances, in the event that a 
successor securities depository is not obtained, Bonds are required to be printed and delivered as 
described in the Indenture. 

The Authority may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository).  In that event, certificates will be printed and delivered to 
DTC. 

The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Authority believes to be reliable, but the Authority takes no responsibility for the 
accuracy thereof. 

The Authority and the Trustee cannot and do not give any assurance that DTC, DTC Participants 
or others will distribute payments of principal, interest or any premium with respect to the Bonds paid to 
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DTC or its nominee as the registered owner, or any prepayment or other notices, to the Beneficial Owner, 
or that they will do so on a timely basis or will serve and act in the manner described in this Official 
Statement.  The Authority and the Trustee are not responsible or liable for the failure of DTC or any DTC 
Participant to make any payment or give any notice to a Beneficial Owner with respect to the Bonds or 
any error or delay relating thereto. 

The foregoing description of the procedures and record-keeping with respect to beneficial 
ownership interest in the Bonds, payment of principal, premium, if any, interest and other payments on 
the Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of beneficial ownership 
interests in such Bonds and other related transactions by and between DTC, the DTC Participants and the 
Beneficial Owners is based solely on information provided by DTC.  Accordingly, no representations can 
be made concerning these matters and neither the DTC Participants nor the Beneficial Owners should rely 
on the foregoing information with respect to such matters, but should instead confirm the same with DTC 
or the DTC Participants, as the case may be. 

Discontinuance of DTC Services 

In the event that (a) DTC determines not to continue to act as securities depository for the Bonds 
or (b) the Authority determines to remove DTC from its functions as a depository, DTC’s role as 
securities depository for the Bonds and use of the book-entry system will be discontinued.  If the 
Authority fails to select a qualified securities depository to replace DTC, the Authority will cause the 
Trustee to execute and deliver new Bonds in fully registered form in such denominations numbered in the 
manner determined by the Trustee and registered in the names of such persons as are required in a written 
request of the Authority.  The Trustee shall not be required to deliver such new Bonds within a period of 
less than 60 days from the date of receipt of such written request of the Authority.  Upon such 
registration, such persons in whose names the Bonds are registered will become the registered owners of 
the Bonds for all purposes. 

In the event that the book-entry system is discontinued, the following provisions would also 
apply: (a) Bonds may be exchanged for a new Bond or Bonds of the same aggregate principal amount and 
maturity date and of the same or other authorized denominations; (b) any Bond may be transferred on the 
registration books maintained by the Trustee under the Indenture by the person in whose name it is 
registered, in person or by his duly authorized attorney, upon surrender thereof to the Trustee 
accompanied by delivery of a duly executed written instrument of transfer in a form acceptable to the 
Trustee; (c) for every exchange or transfer of Bonds, the Trustee shall require the payment by any Owner 
requesting such transfer or exchange of any tax or other governmental charge that may be imposed with 
respect to such exchange or transfer and there shall be no other charge to any Owner for such transfer; (d) 
the Trustee will not be required to transfer or exchange any Bond during the period established by the 
Trustee for the selection of any Bonds for redemption or any Bond which has been selected for 
redemption; (e) all interest payments on the Bonds will be made by check mailed by the Trustee to the 
Owners thereof to such Owner’s address as it appears on the registration books maintained by the Trustee 
on the fifteenth day of the month next preceding such interest payment date; provided, that upon written 
request of an Owner of $1,000,000 or more in aggregate principal amount of the Bonds received by the 
Trustee prior to the fifteenth day of the month next preceding an interest payment date, interest shall be 
paid on each succeeding interest payment date by wire transfer in immediately available funds; and (f) all 
payments of principal of or redemption price (including accrued interest with respect thereto) of any  
Bonds, will be made upon surrender thereof at the corporate trust office of the Trustee specified in the 
Indenture. 
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APPENDIX D 

SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS 

The following is a summary of certain provisions of the Indenture, the Master Facilities Lease 
and the Master Site Lease and is not to be considered a full statement of the provisions thereof.  These 
summaries do not purport to be complete or definitive and are qualified in their entirety by reference to 
the full terms of the documents.  Complete copies of the documents are available upon request from the 
Trustee. 

CERTAIN DEFINED TERMS 

The following are definitions of certain terms used in the Indenture, the Lease and the Bonds to 
which reference is hereby made and not otherwise defined in the Official Statement.  The following 
definitions are equally applicable to both the singular and plural forms of any of the terms defined herein. 

“Act” means Articles 1 through 4 (commencing with Section 6500), Chapter 5, Division 7, 
Title 1 of the California Government Code of the State, as may be amended from time to time. 

“Additional Bonds” means any bonds authorized to be issued under the Indenture pursuant to 
the Indenture. 

“Authority” means the Orange County Public Financing Authority, a joint powers authority duly 
organized and existing under the laws of the State. 

“Authorized Authority Officer” means the Chair or Vice Chair of the Board of Directors of the 
Authority or the Executive Director or Finance Director of the Authority, or any such officer’s duly 
authorized designee, or any other officer or employee of the Authority duly authorized by the Authority. 

“Authorized County Officer” means the Chair of the Board of Supervisors, the Vice Chair of 
the Board of Supervisors, the County Executive Officer, the County Chief Financial Officer or the Public 
Finance Manager or any such officer’s duly authorized designee, or any other officer or employee of the 
County duly authorized by the County. 

“Base Rental Payments” means all amounts payable to the Authority by the County as Base 
Rental Payments pursuant to the Lease. 

“Base Rental Payment Schedule” means the schedule of Base Rental Payments payable to the 
Authority from the County pursuant to the Lease. 

“Board” means the Board of Directors of the Authority. 

“Bond Counsel” means any attorney or firm of attorneys of nationally recognized standing in the 
field of municipal law whose opinions are generally accepted by purchasers of municipal bonds, 
appointed by the Authority. 

“Bond Insurance Policy” means the financial guaranty insurance policy issued by the Bond Insurer 
insuring the payment when due of the principal of and interest on the Bonds or any Series or portion thereof 
as provided therein. 
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“Bond Insurer” means any insurance company or companies which has or have issued any Bond 
Insurance Policy insuring the scheduled payment of the principal of and interest on any Outstanding 
Bonds or any Series or portion thereof when due.  The Bond Insurer for the Series 2006 Bonds is MBIA 
Insurance Corporation. 

“Bond Year” means each twelve-month period extending from June 2 in one calendar year to 
June 1 of the succeeding calendar year, both dates inclusive, except that the first Bond Year shall extend 
from the Closing Date to June 1, 2007. 

“Bondholder,” “Owner” or “Bond Owner,” when used with respect to any Bond, means the 
person in whose name the ownership of such Bond shall be registered on the Registration Books. 

“Bonds” means the Series 2006 Bonds and all Additional Bonds. 

“Business Day” means a day other than (i) a Saturday or Sunday, (ii) a day on which commercial 
banks in the city of New York or in the city in which the Trustee maintains its Trust Office are authorized 
or required by law or executive order to close or (iii) a day on which the New York Stock Exchange is 
closed. 

“Code” means the Internal Revenue Code of 1986. 

“Costs of Issuance” means all expenses incurred in connection with the authorization, issuance, 
sale and delivery of the Bonds, including but not limited to all compensation, fees and expenses of the 
Authority and the Trustee, compensation to any financial consultants or underwriters, legal fees and 
expenses, filing and recording costs, appraisal fees, rating agency fees, costs of preparation and 
reproduction of documents, costs of printing and bond insurance and title insurance premiums, if any. 

“Costs of Issuance Fund” means the fund by that name established pursuant to the Indenture. 

“Current Interest Bonds” means Bonds the interest on which is payable on each Interest 
Payment Date to the maturity date for each such Bond. 

“Debt Service” means, for any Fiscal Year or other period, the sum of (1) the interest payable 
during such Fiscal Year or other period on all Outstanding Bonds, assuming that all Outstanding Serial 
Bonds are retired as scheduled and that all Outstanding Term Bonds are redeemed or paid from sinking 
fund payments as scheduled (except to the extent that such interest is to be paid from the proceeds of sale 
of any Bonds so long as such funded interest is in an amount equal to the gross amount necessary to pay 
such interest on the Bonds and is invested in Permitted Investments which mature no later than the related 
Interest Payment Date), (2) the principal amount of all Outstanding Serial Bonds maturing during such 
Fiscal Year or other period, and (3) the principal amount of all Outstanding Term Bonds required to be 
redeemed or paid (together with the redemption premiums, if any, thereon) during such Fiscal Year or 
other period; provided, that with respect to Capital Appreciation Bonds, the Accreted Value payment shall 
be deemed a principal payment and interest that is compounded and paid as Accreted Value shall be 
deemed due on the scheduled redemption or payment date of such Capital Appreciation Bond. 

“Denominational Amount” means, with respect to Capital Appreciation Bonds, the initial 
offering price thereof, which represents the principal amount thereof, and, with respect to the Current 
Interest Bonds, the principal amount thereof. 

“Event of Default” means any of the events described in the Indenture or the Lease, as 
applicable. 
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“Expiry Date” means June 1, 2018. 

“Federal Securities” mean any direct, noncallable obligations of the United States of America 
(including obligations issued or held in book-entry form on the books of the Department of the Treasury 
of the United States of America) or any obligations the principal of and interest on which are 
unconditionally guaranteed (directly or indirectly) by the United States of America. 

“Fiscal Year” means any twelve-month period extending from July 1, in one calendar year to 
June 30 of the succeeding calendar year, both dates inclusive, or any other twelve-month period selected 
and designated by the Authority as its official fiscal year period. 

“Indenture” means the Indenture, dated as of October 1, 2006, between the Authority and 
Deutsche Bank National Trust Company, as trustee for the Bonds as it may from time to time be 
supplemented, modified or amended pursuant to the provisions thereof. 

“Independent Certified Accountant” means any certified public accountant or firm of certified 
public accountants appointed and paid by the Authority or the County, and who, or each of whom: (a) is 
in fact independent and not under domination of the Authority or the County; (b) does not have any 
substantial interest, direct or indirect, in the Authority or the County; and (c) is not connected with the 
Authority or the County as an officer or employee of the Authority or the County but who may be 
regularly retained to make annual or other audits of the books of or reports to the Authority or the County. 

“Interest Account” means the account by that name established and held by the Trustee pursuant 
to the Indenture. 

“Lease” means the Master Facilities Lease dated as of October 1, 2006, by and between the 
Authority and the County, pursuant to which the Authority leases the Leased Facilities back to the 
County, as it may from time to time be supplemented or amended. 

“Leased Facilities” means the real property and improvements and equipment thereon described 
in and subject to the Lease, as all or any portion thereof may be withdrawn or substituted in accordance 
with the Lease, together with any additional capital improvements or equipment added thereto by any 
supplement or amendment thereto. 

“Outstanding,” when used as of any particular time with reference to the Bonds, means (subject 
to the provisions of the Indenture) all Bonds theretofore executed, issued and delivered by the Authority 
under the Indenture except: (a) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee 
for cancellation; (b) Bonds paid or deemed to have been paid within the meaning of the Indenture; and (c) 
Bonds in lieu of which or in substitution for which other Bonds shall have been executed, issued and 
delivered pursuant to the Indenture or any Supplemental Indenture. 

“Permitted Investments” means any of the following that at the time of investment are legal 
investments under the laws of the State for the moneys proposed to be invested therein (provided that the 
Trustee may rely upon investment direction of the Authority as a determination that such investment is a 
legal investment): 

(1) Direct obligations of the United States of America (including obligations issued 
or held in book-entry form on the books of the Department of the Treasury) or obligations the principal of 
and interest on which are unconditionally guaranteed by the United States of America. 
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(2) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed 
by any of the following federal agencies and provided such obligations are backed by the full faith and 
credit of the United States of America (stripped securities are only permitted if they have been stripped by 
the agency itself): 

a. Farmers Home Administration (FmHA) -- Certificates of beneficial ownership 

b. Federal Housing Administration Debentures (FHA) 

c. General Services Administration -- Participation certificates 

d. Government National Mortgage Association (GNMA or “Ginnie Mae”) 

 GNMA - guaranteed mortgage-backed bonds 
 GNMA - guaranteed pass-through obligations 

e. U.S. Maritime Administration -- Guaranteed Title XI financing 

f. U.S. Department of Housing and Urban Development (HUD) 

 Project Notes 
 Local Authority Bonds 

(3) Bond, debentures, notes or other evidence of indebtedness issued or guaranteed 
by any of the following non-full faith and credit U.S. government agencies (stripped securities are only 
permitted if they have been stripped by the agency itself): 

a. Federal Home Loan Bank System -- Senior debt obligations (consolidated debt 
obligations). 

b. Federal Home Loan Mortgage Corporation (FHLMC or “Freddie Mac”) 

 Participation Certificates (mortgage-backed securities) 
 Senior Debt Obligations 

c. Federal National Mortgage Association (FNMA or “Fannie Mae”) -- Mortgage-
backed securities and senior debt obligations (excluded are stripped mortgage securities which are 
valued greater than par on the portion of unpaid principal). 

d. Student Loan Marketing Association (SLMA or “Sallie Mae”) -- Senior debt 
obligations. 

e. Resolution Funding Corp. (REFCORP) obligations -- Only the interest component of 
REFCORP strips that have been stripped by request to the Federal Reserve Bank of New York in 
book-entry form are acceptable. 

f. Farm Credit System -- Consolidated systemwide bonds and notes. 

(4) Money market funds registered under the Federal Investment Company Act of 
1940, whose shares are registered under the Federal Securities Act of 1933, and having a rating by S&P 
of AAAm-G; AAAm; or AA-m, and if rated by Moody’s, having a rating of Aaa; Aa1; or Aa2. 
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(5) Certificates of deposit secured at all times by collateral described in (1) and/or 
(2) above.  Such certificates must have a one year or less maturity.  Such certificates must be issued by 
commercial banks, savings and loan associations or mutual savings banks whose short-term obligations 
are rated “A-1” or better by S&P and “Prime-1” by Moody’s.  The collateral must be held by a third party 
and the Trustee on behalf of the Bondholders must have a perfected first security interest in the collateral. 

(6) Certificates of deposit, savings accounts, deposit accounts or money market 
deposits that are fully insured by FDIC, including BIF and SAIF. 

(7) Investment agreements or guaranteed investment contracts, acceptable to the 
Bond Insurer. 

(8) Commercial paper rated, at the time of purchase, “Prime-1” by Moody’s and “A-
1” or better by S&P. 

(9) Bonds or notes issued by any state or municipality that are rated by Moody’s and 
S&P in one of the two highest rating categories assigned by such agencies. 

(10) Federal funds or bankers acceptances with a maximum term of one year of any 
bank that has an unsecured, uninsured and unguaranteed obligation rating of “Prime-1” or “A3” or better 
by Moody’s and “A-1+” by S&P. 

(11) Repurchase agreements acceptable to the Bond Insurer. 

(12) Pre-refunded municipal bonds rated “Aaa” by Moody’s and “AAA” by S&P.  If, 
however, the issue is only rated by S&P (i.e., there is no Moody’s rating), then the pre-refunded bonds 
must have been pre-refunded with cash, direct U.S. or U.S. guaranteed obligations, or “AAA” rated pre-
refunded municipals to satisfy this condition. 

(13) Orange County Investment Pool. 

(14) Any other investment approved by the Bond Insurer. 

“Principal Account” means the account by that name established and held by the Trustee 
pursuant to the Indenture. 

“Project” means the 2006 Project and all Additional Projects. 

“Rebate Fund” means the fund by that name established and held by the Trustee pursuant to the 
Indenture. 

“Record Date” means, with respect to any Interest Payment Date, the fifteenth day of the month 
preceding the month in which such Interest Payment Date occurs (i.e. May 15 or November 15, as the 
case may be), whether or not such day is a Business Day. 

“Registration Books” means the records maintained by the Trustee pursuant to the Indenture for 
the registration and transfer of ownership of the Bonds. 

“Rental Payments” means Base Rental Payments and Additional Rental Payments, collectively. 

“Reserve Facility” means a surety bond, insurance policy or letter of credit credited to the 
Reserve Fund and meeting the requirements of the Indenture. 
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“Reserve Fund” means each fund by that name established and held by the Trustee pursuant to 
the Indenture. 

“Reserve Fund Requirement” means an amount equal to one-half of the least of (i) ten percent 
of the original proceeds of the Bonds; (ii) maximum annual Debt Service on all Bonds Outstanding; or 
(iii) 125% of average annual Debt Service on all Bonds Outstanding.   

“Revenue Fund” means the fund by that name established and held by the Trustee pursuant to 
the Indenture. 

“Revenues” means all Base Rental Payments payable by the County pursuant to the Lease. 

“Series 2006 Bonds” means the Orange County Public Financing Authority Lease Revenue 
Bonds, Series 2006, authorized by and at any time Outstanding pursuant to the Act and the Indenture. 

“Site Lease” means the Master Site Lease dated as of October 1, 2006, between the County, as 
lessor, and the Authority, as lessee, as it may from time to time be supplemented or amended. 

“State” means the State of California. 

“Supplemental Indenture” means any agreement supplemental to or amendatory of the 
Indenture entered into in accordance with the provisions of the Indenture. 

“Tax Certificate” means the Tax Certificate relating to compliance with certain provisions of the 
Code, executed and delivered by the Authority and the County on the Closing Date, as amended or 
supplemented from time to time. 

“2006 Project” means the cogeneration conversion project at the central utility facility of the 
County. 

“Trust Office” means the corporate trust office of the Trustee in Los Angeles, California; 
provided that for registration, transfer, exchange, surrender and payment of the Bonds, Trust Office 
means the corporate trust operations office of the Trustee, or such other offices as may be specified to the 
Authority by the Trustee in writing. 

“Written Certificate,” “Written Request” or “Written Requisition” means written certificate, 
request or requisition of the County or of the Authority, as the case may be, signed by an Authorized 
County Officer or an Authorized Authority Officer duly authorized for that purpose by a resolution, 
respectively, and in each case filed with the Trustee. 
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THE INDENTURE 

The Indenture provides for, among other things, the issuance, execution and delivery of the Bonds 
and sets forth the terms thereof, the creation of certain funds and accounts described herein, certain 
covenants of the Authority, defines events of default and remedies therefor, and sets forth the rights and 
responsibilities of the Trustee.  Certain provisions of the Indenture setting forth the terms of the Bonds, 
the redemption provisions thereof and the use of the proceeds of the Bonds are set forth elsewhere in the 
Official Statement.  See “THE BONDS.” 

Pledge of Revenues; Assignment of Rights 

Subject to the provisions in the Indenture, the Bonds shall be secured by a first lien on and pledge 
of all of the Revenues and a pledge of all of the moneys in the funds and accounts established and held by 
the Trustee under the Indenture (other than the Rebate Fund).  The Bonds shall be equally secured by a 
pledge, charge and lien upon the Revenues and such moneys without priority for number, date of the 
Bonds, date of execution or date of delivery; and the payment of the interest on and principal of the Bonds 
shall be and are secured by an exclusive pledge, charge and lien upon the Revenues.  So long as any of 
the Bonds are Outstanding, the Revenues shall not be used for any other purpose; except that out of the 
Revenues there may be apportioned such sums, for such purposes, as are expressly permitted by 
provisions in the Indenture. 

The Authority transfers in trust and assigns to the Trustee, for the benefit of the Owners from 
time to time of the Bonds, all of the Revenues and all of the right, title and interest of the Authority in the 
Lease and the Site Lease (except for the Authority’s right to indemnification under the Lease and the Site 
Lease, which right shall not be assigned).  The Trustee under the Indenture accepts such assignments.  
The Trustee shall be entitled to and shall receive all of the Revenues, and any Revenues collected or 
received by the Authority shall be deemed to be held, and to have been collected or received, by the 
Authority as the agent of the Trustee and shall forthwith be paid by the Authority to the Trustee. 

Creation and Application of Funds and Accounts 

The Indenture establishes the following funds and accounts for the Bonds: 

Costs of Issuance Fund; 
Acquisition and Construction Fund; 
Revenue Fund, and the Interest Account and Principal Account therein; 
Reserve Fund; and 
Rebate Fund. 

Costs of Issuance Fund.  The moneys in the Costs of Issuance Fund shall be used to pay Costs 
of Issuance from time to time, upon receipt by the Trustee of a Written Requisition.  On the date that is 6 
months following the Closing Date, or upon the earlier determination by the Authority that all Costs of 
Issuance have been paid and written direction to the Trustee to make the transfer described herein, the 
Trustee shall transfer remaining amounts in the Costs of Issuance Fund to the Revenue Fund. 

Acquisition and Construction Fund.  The Trustee shall disburse amounts in the Acquisition and 
Construction Fund upon Written Request of the County for purposes of acquiring and constructing the 
2006 Project.  Upon the completion of the 2006 Project, the County shall deliver to the Trustee a Written 
Certificate certifying that all of the 2006 Project has been acquired and constructed, and that all such costs 
and incidental expenses have been determined and paid.  Upon the receipt of such Written Certificate, the 
Trustee shall transfer any remaining balance in the Acquisition and Construction Fund to the Revenue 
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Fund for the payment of the Series 2006 Bonds and the Acquisition and Construction Fund shall be 
closed. 

Revenue Fund; Receipt, Deposit and Application of Revenues.  All Revenues shall be 
deposited by the Trustee, on or before each Interest Payment Date, in the Revenue Fund.  On or before 
each Interest Payment Date, the Trustee shall transfer from the Revenue Fund and deposit into the 
following respective accounts, the following amounts in the following order of priority, the requirements 
of each such account (including the making up of any deficiencies in any such account resulting from lack 
of Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied before 
any transfer is made to any account subsequent in priority. 

Interest Account.  On or before each Interest Payment Date, the Trustee shall deposit in the 
Interest Account an amount required to cause the aggregate amount on deposit in the Interest Account to 
equal the amount of interest becoming due and payable on such Interest Payment Date on all Outstanding 
Bonds.  No deposit need be made into the Interest Account if the amount contained therein is at least 
equal to the interest becoming due and payable upon all Outstanding Bonds on such Interest Payment 
Date.  All moneys in the Interest Account shall be used and withdrawn by the Trustee solely for the 
purpose of paying the interest on the Bonds as it shall become due and payable (including accrued interest 
on any Bonds redeemed prior to maturity).  All amounts on deposit in the Interest Account on the first 
day of any Bond Year, to the extent not required to pay any interest then having come due and payable on 
the Outstanding Bonds, shall be transferred to the Principal Account. 

Principal Account.  On or before each Interest Payment Date on which the principal of the Bonds 
shall be payable, the Trustee shall deposit in the Principal Account an amount required to cause the 
aggregate amount on deposit in the Principal Account to equal (i) the principal amount of the Bonds 
coming due and payable on such Interest Payment Date pursuant to the provisions of the Indenture, and 
(ii) the redemption price of the Bonds (consisting of the principal amount thereof) required to be 
redeemed on such Interest Payment Date pursuant to any of the provisions of the Indenture.  All moneys 
in the Principal Account shall be used and withdrawn by the Trustee solely for the purpose of (i) paying 
the principal of the Bonds at the maturity thereof, or (ii) paying the principal of the Bonds upon the 
redemption thereof.  All amounts on deposit in the Principal Account on the first day of any Bond Year, 
to the extent not required to pay the principal of any Outstanding Bonds then having come due and 
payable, shall be transferred to the Reserve Fund, to the extent necessary to satisfy the Reserve Fund 
Requirement, and otherwise shall be withdrawn therefrom and transferred to the County to be used for 
any lawful purposes of the County. 

All amounts on deposit in the Revenue Fund on the last day of any Bond Year, to the extent not 
required to pay the principal of any Outstanding Bonds then coming due and payable, shall be transferred 
to the Reserve Fund, to the extent necessary to satisfy the Reserve Fund Requirement, and otherwise shall 
be withdrawn therefrom and transferred to or upon the direction of the County to be used for any lawful 
purposes of the County. 

Reserve Fund.  (a)  All moneys in the Reserve Fund shall be used and withdrawn by the Trustee 
solely for the purpose of funding the Interest Account or the Principal Account, in that order, in the event 
of any deficiency in either of such accounts on a payment date, or to make the final payment on the Bonds 
at maturity, except that so long as the Authority is not in default under the Indenture, any cash amounts in 
the Reserve Fund in excess of the Reserve Fund Requirement shall be withdrawn from the Reserve Fund 
and deposited to the Interest Account on each Interest Payment Date.   

(b) The Authority may satisfy the Reserve Fund Requirement at any time by the deposit with 
the Trustee for the credit of the Reserve Fund of a surety bond, an insurance policy or letter of credit as 
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described below, or any combination thereof.  If the Reserve Fund Requirement is satisfied by a Reserve 
Facility, the Trustee shall draw on such Reserve Facility in accordance with its terms, in a timely manner, 
to the extent necessary to fund any deficiency in the Interest Account or Principal Account. 

(i) Surety Bond or Insurance Policy.  A surety bond or insurance policy issued to the 
Trustee, on behalf of the Holders of the applicable series of Bonds, by a company licensed to issue an 
insurance policy guaranteeing the timely payment of principal of and interest on the applicable series of 
Bonds (a “municipal bond insurer”) may be deposited in the Reserve Fund to meet the Reserve Fund 
Requirement if the claims paying ability of such municipal bond insurer shall be rated “Aaa” by Moody’s 
Investors Service and “AAA” by Standard & Poor’s Corporation. 

(ii) Letter of Credit.  A letter of credit may be deposited in the Reserve Fund to meet the 
Reserve Fund Requirement, provided that any such letter of credit must be issued or confirmed by a state 
or national bank or a foreign bank with an agency or branch located in the continental United States 
which has outstanding an issue of unsecured long term debt securities rated at least equal to the second 
highest rating category (disregarding rating subcategories) by Moody’s Investors Service and Standard & 
Poor’s, but in no event less than the rating on the Bonds given by any rating agency which has a then 
currently effective rating on the Bonds. 

Unless the Bonds have been fully paid and retired, the Trustee shall draw the full amount of any 
letter of credit credited to the Reserve Fund for such Bonds on the third Business Day preceding the date 
such letter of credit (taking into account any extension, renewal or replacement thereof) would otherwise 
expire, and shall deposit moneys realized pursuant to such draw in the Reserve Fund. 

(iii) Release of Moneys in Reserve Fund.  If the Authority replaces a cash-funded Reserve 
Fund, in whole or in part, with a surety bond, insurance policy or letter of credit meeting the requirements 
of (b) above, amounts on deposit in the Reserve Fund shall, upon written request of the Authority to the 
Trustee, be transferred to the Authority and applied for the acquisition, construction, installation or 
equipping of public capital improvements; provided, such transfer shall be conditioned on the receipt by 
the Authority and Trustee of an Opinion of Bond Counsel that such transfer will not cause the interest on 
the Bonds to be included in gross income for purposes of federal income taxation. 

Rebate Fund.  The Authority shall cause to be deposited in the Rebate Fund such amounts as 
required under the Tax Certificate.  Subject to the provisions of the Indenture and the Lease, moneys held 
in the Rebate Fund are pledged under the Indenture to secure payments to the United States government, 
and the Authority, the County and the Owners shall have no rights in or claim to such moneys. 

Investments 

All moneys in any of the funds or accounts established with the Trustee pursuant to the Indenture 
shall be invested by the Trustee solely in Permitted Investments pursuant to a Written Request of the 
Authority given to the Trustee not less than two Business Days in advance of the making of such 
investments.  In the absence of any such direction from the Authority, the Trustee shall hold any such 
moneys in Permitted Investments identified in clause (4) of the definition of Permitted Investments. 

All interest or gain derived from the investment of amounts in any of the funds or accounts 
established under the Indenture shall be deposited in the fund or account from which such investment was 
made.  For purposes of acquiring any investments under the Indenture, the Trustee may commingle funds 
held by it under the Indenture. The Trustee may act as principal or agent in the acquisition of any 
investment and may impose its customary charges therefor.  The Trustee shall incur no liability for losses 
arising from any investments made pursuant to the Indenture. 
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For the purpose of determining the amount in any fund or account, the value of Permitted 
Investments credited to such fund or account shall be calculated at the cost thereof (excluding accrued 
interest and brokerage commissions, if any). 

Additional Bonds 

At the request of the County, the Authority may at any time issue Additional Bonds pursuant to a 
Supplemental Indenture, payable from the Revenues, and secured by a pledge of and charge and lien upon 
the Revenues, as provided in the Indenture equal to the pledge, charge and lien securing any Outstanding 
Bonds, but only subject to the following specific conditions, which are made conditions precedent to the 
issuance of any Additional Bonds: 

(a) No Event of Default has occurred and is continuing under the Indenture, the Lease or Site 
Lease. 

(b) The Supplemental Indenture shall require that the proceeds of the sale of such Additional 
Bonds shall be applied to finance or refinance Additional Projects or for the refunding of Outstanding 
Bonds. 

(c) The Supplemental Indenture shall provide, if necessary, that from such proceeds or other 
sources an amount shall be deposited in the Reserve Fund so that following such deposit there shall be on 
deposit in the Reserve Fund an amount at least equal to the Reserve Fund Requirement. 

(d) The aggregate principal amount of Bonds issued and at any time Outstanding under the 
Indenture shall not exceed any limit imposed by law, by the Indenture or by any Supplemental Indenture. 

(e) The Lease shall have been amended, if necessary, so that the Base Rental Payments 
payable by the County thereunder in each Fiscal Year shall at least equal Debt Service, including Debt 
Service on the Additional Bonds, in each Fiscal Year. 

(f) If the Additional Bonds are issued for a purpose other than the refunding of Outstanding 
Bonds, the written consent of the Bond Insurer shall be required. 

Certain Covenants 

Punctual Payment.  The Authority shall punctually pay or cause to be paid the principal, 
premium, if any, and interest to become due in respect of all the Bonds, in strict conformity with the terms 
of the Bonds and of the Indenture, according to the true intent and meaning thereof, but only out of 
Revenues and other assets pledged for such payment as provided in the Indenture. 

Extension of Payment of Bonds.  The Authority shall not directly or indirectly extend or assent 
to the extension of the maturity of any of the Bonds or the time of payment of any claims for interest by 
the purchase of such Bonds or by any other arrangement, and in case the maturity of any of the Bonds of 
the time of payment of any such claims for interest shall be extended, such Bonds or claims for interest 
shall not be entitled, in case of any default under the Indenture, to the benefits of the Indenture, except 
subject to the prior payment in full of the principal of all of the Bonds then Outstanding and of all claims 
for interest thereon which shall not have been so extended.  Nothing in the Indenture shall be deemed to 
limit the right of the Authority to issue Bonds for the purpose of refunding any Outstanding Bonds, and 
such issuance shall not be deemed to constitute an extension of maturity of the Bonds. 
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Against Encumbrances.  The Authority shall not create, or permit the creation of, any pledge, 
lien, charge or other encumbrance upon the Revenues while any of the  Bonds are Outstanding, except as 
provided by the Indenture.  Subject to this limitation, the Authority expressly reserves the right to enter 
into one or more other Indentures for any of its corporate purposes, including other programs under the 
Act, and reserves the right to issue other obligations for such purposes. 

Power to Issue Bonds and Make Pledge and Assignment.  The Authority is duly authorized 
pursuant to law to issue the Bonds, to enter into the Indenture and to pledge and assign the Revenues, the 
Lease, the Site Lease and the other assets purported to be pledged and assigned, respectively, under the 
Indenture in the manner and to the extent provided in the Indenture.  The Bonds and the provisions of the 
Indenture are the legal, valid and binding limited obligations of the Authority in accordance with their 
terms, and the Authority and the Trustee (subject to the provisions of the Indenture) shall at all times, to 
the extent permitted by law, defend, preserve and protect said pledge and assignment of Revenues and 
other assets and all the rights of the Bond Owners under the Indenture against all claims and demands of 
all persons whomsoever. 

Accounting Records and Financial Statements.  The Trustee shall at all times keep, or cause to 
be kept, proper books of record and account, prepared in accordance with corporate trust industry 
standards, in which complete and accurate entries shall be made of all transactions by the Trustee relating 
to the proceeds of Bonds and the Leased Facilities, the Revenues, the Lease, the Site Lease and all funds 
and accounts established pursuant to the Indenture.  Such books of record and account shall be available 
for inspection by the Authority and the County during regular business hours with reasonable prior notice. 

Tax Covenants.  The Authority covenants that, in order to maintain the exclusion from gross 
income for federal income tax purposes of the interest on the Bonds, and for no other purpose, it will 
satisfy, or take such actions as may be necessary to cause to be satisfied, each provision of the Code 
necessary to maintain such exclusion.  In furtherance of this covenant, the Authority covenants to comply 
with the Tax Certificate as a source of guidance with respect to the requirements of the Code. 

Lease and Site Lease; Amendments.  The Trustee, as assignee of the Authority’s rights under 
the Lease and the Site Lease pursuant to, and as limited by, the Indenture, shall receive all Revenues due 
from the County pursuant to the Lease.  The Authority, the Trustee and the County may at any time 
amend or modify the Lease or the Site Lease  in accordance with their respective terms, but only if (a) 
except as provided in clause (b) of this sentence, the Trustee first obtains the written consent of the 
Owners of a majority in aggregate principal amount of the Bonds then Outstanding to such amendment or 
modification, or (b) such amendment of modification is for any one or more of the following purposes, in 
which case the consent of the Bond Owners shall not be required: 

(a) to add to the covenants and agreements of the County contained in the Lease or the Site 
Lease, other covenants and agreements thereafter to be observed, or to limit or surrender any 
rights or power therein reserved to or conferred upon the County; or 

(b) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting 
or supplementing any defective provisions contained in the Lease or the Site Lease in any other 
respect whatsoever as the County may deem necessary or desirable, provided under any 
circumstances that such modifications or amendments shall not materially adversely affect the 
interests of the Owners of the Bonds; or 

(c) to amend any provision of the Lease or the Site Lease relating to the Code, but only if 
and to the extent such amendment will not adversely affect the exclusion from gross income of 
interest on the Bonds, in the opinion of Bond Counsel; or 
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(d) to amend the Lease or the Site Lease in connection with any addition, substitution or 
withdrawal of Leased Facilities in accordance with the Lease and the Site Lease, including any 
amendment of the Lease or the Site Lease in connection with the issuance of Additional Bonds 
under the Indenture; or 

(e) to amend any provision agreed to by the Authority and the Trustee, so long as such 
amendment does not materially adversely affect the interests of the Bondholders. 

Modification and Amendment of the Indenture 

The Indenture and the rights and obligations of the Authority and of the Owners of the Bonds 
may be modified or amended at any time by a Supplemental Indenture, which shall become binding upon 
execution by the parties to the Indenture, without consent of any Bond Owner, to the extent permitted by 
law but only for any one or more of the following purposes: 

(a) to add to the covenants and agreements of the Authority in the Indenture contained, other 
covenants and agreements thereafter to be observed, or to limit or surrender any rights or powers 
reserved to or conferred upon the Authority so long as such limitation or surrender of such rights 
or powers shall not materially adversely affect the Owners of the Bonds; or 

(b) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting 
or supplementing any defective provision contained in the Indenture, or in any other respect 
whatsoever as the Authority may deem necessary or desirable, provided under any circumstances 
that such modifications or amendments shall not materially adversely affect the interests of the 
Owners of the Bonds; or 

(c) to amend any provision in the Indenture relating to the Code, but only if and to the extent 
such amendment will not adversely affect the exclusion from gross income of interest on any of 
the Bonds under the Code, in the opinion of nationally recognized bond counsel; or 

(d) to provide for the issuance of Additional Bonds pursuant to the Indenture; or  

(e) to amend any provision agreed to by the Authority and the Trustee, so long as such 
amendment does not materially adversely affect the interests of the Bondholders.  
Notwithstanding any other provision of the Indenture, in determining whether the rights of the 
Owners will be adversely affected by any action taken pursuant to the terms and provisions of the 
Indenture, the Trustee shall consider the effect on the Owners as if there were no Bond Insurance 
Policy. 

Except as set forth in the Indenture, the Indenture and the rights and obligations of the Authority 
and of the Owners of the Bonds may only be modified or amended at any time by a Supplemental 
Indenture, which shall become binding when the written consent of the Bond Insurer and the Owners of a 
majority in aggregate principal amount of the Bonds then Outstanding are filed with the Trustee.  No such 
modification or amendment shall (a) extend the maturity of or reduce the interest rate on any Bond or 
otherwise alter or impair the obligation of the Authority to pay the principal or interest at the time and 
place and at the rate and in the currency provided therein of any Bond without the express written consent 
of the Owner of such Bond, (b) reduce the percentage of Bonds  required for the written consent to any 
such amendment or modification, or (c) without its written consent thereto, modify any of the rights or 
obligations of the Trustee. 
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From and after the time any Supplemental Indenture becomes effective pursuant to the Indenture, 
the Indenture shall be deemed to be modified and amended in accordance therewith, the respective rights, 
duties and obligations of the parties to the Indenture or thereto and all Owners of Outstanding Bonds, as 
the case may be, shall thereafter be determined, exercised and enforced under the Indenture subject in all 
respects to such modification and amendment, and all the terms and conditions of any Supplemental 
Indenture shall be deemed to be part of the terms and conditions of the Indenture for any and all purposes. 

Events of Default and Remedies 

Events of Default.  The following events shall be Events of Default under the Indenture: 

(a) Default in the due and punctual payment of the principal of any Bond when and 
as the same shall become due and payable, whether at maturity as therein expressed, or by 
proceedings for redemption. 

(b) Default in the due and punctual payment of any installment of interest on any 
Bond when and as such interest installment shall become due and payable. 

(c) Failure by the Authority to observe and perform any of the covenants, 
agreements or conditions on its part in the Indenture or in the Bonds contained, other than as 
referred to in the preceding clauses (a) and (b), for a period of 60 days after written notice, 
specifying such failure and requesting that it be remedied has been given to the Authority by the 
Trustee, or to the Authority and the Trustee by the Owners of not less than 25% in aggregate 
principal amount of the Outstanding Bonds; provided, however, that if in the reasonable opinion 
of the Authority the failure stated in such notice can be corrected, but not within such 60-day 
period, the Trustee and such Owners shall not unreasonably withhold their consent to an 
extension of such time if corrective action is instituted by the Authority within such 60-day 
period and diligently pursued until such failure is corrected. 

(d) An Event of Default occurs pursuant to the Lease. 

Remedies.  Subject to certain rights of the Bond Insurer, upon the occurrence of an Event of 
Default the Trustee shall have the right: 

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce 
its rights against the Authority or any member, officer or employee thereof, and to compel the 
Authority or any such member, officer or employee to perform and carry out its or his duties 
under law and the agreements and covenants required to be performed by it or him contained in 
the Indenture; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the 
rights of the Trustee; or 

(c) by suit in equity upon the happening of an Event of Default to require the 
Authority and its members, officers and employees to account as the trustee of an express trust. 

If an Event of Default shall have occurred and be continuing and if requested to do so by the 
Owners of at least 25% in aggregate principal amount of Outstanding Bonds, with the prior written 
consent of the Bond Insurer, and indemnified as provided in the Indenture, the Trustee shall be obligated 
to exercise such one or more of the rights and powers conferred by the provisions of the Indenture, as the 
Trustee, being advised by counsel, shall deem most expedient in the interests of the Bond Owners. 
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No remedy by the terms of the Indenture conferred upon or reserved to the Trustee (or the Bond 
Owners) is intended to be exclusive of any other remedy, but each and every such remedy shall be 
cumulative and shall be in addition to any other remedy given to the Trustee or the Bond Owners under 
the Indenture or now or thereafter existing at law or in equity. 

No delay or omission to exercise any right or power accruing upon any Event of Default shall 
impair any such right or power or shall be construed to be a waiver of any such Event of Default or 
acquiescence therein; such right or power may be exercised from time to time as often as may be deemed 
expedient. 

Application of Revenues and Other Funds After Default.  All amounts received by the Trustee 
pursuant to any right given or action taken by the Trustee under the provisions of the Indenture and any 
other funds held by the Trustee shall be applied by the Trustee in the following order upon presentation of 
the several Bonds, and the stamping thereon of the amount of the payment if only partially paid, or upon 
the surrender thereof if fully paid; 

First, to the payment of the fees, costs and expenses of the Trustee incurred in the performance of 
its duties and the exercise of any remedies, including any amounts owed to it pursuant to the Trust 
Agreement, including reasonable compensation to its agents, attorneys and counsel; and 

Second, to the payment of the whole amount of interest on and principal of the Bonds then due 
and unpaid, with interest on overdue installments of principal and interest to the extent permitted by law 
at the lesser of the rate of interest payable on the Bonds or the maximum rate permitted by law, provided, 
however, that in the event such amounts shall be insufficient to pay in full the full amount of such interest 
and principal, then such amounts shall be applied in the following order of priority: 

first, to the payment of all installments of interest on the Bonds then due and unpaid, on a 
pro rata basis in the event that the available amounts are insufficient to pay all such interest in full, 

second, to the payment of principal of all installments of the Bonds then due and unpaid, 
on a pro rata basis in the event that the available amounts are insufficient to pay all such principal in full, 

third, to the payment of interest on overdue installments of principal and interest, on a 
pro rata basis in the event that the available amounts are insufficient to pay all such interest in full. 

Non-Waiver.  A waiver of any default or breach of duty or contract by the Trustee or any Bond 
Owners shall not affect any subsequent default or breach of duty or contract, or impair any rights or 
remedies on any such subsequent default or breach.  No delay or omission of the Trustee or any Owner of 
any of the Bonds to exercise any right or power accruing upon any default shall impair any such right or 
power or shall be construed to be a waiver of any such default or an acquiescence therein. 

Rights of Bond Owners.  Subject to certain rights of the Bond Insurer, no Owner of any Bond 
issued under the Indenture shall have the right to institute any suit, action or proceeding at law or in 
equity, for any remedy under the Indenture, unless (a) such Owner shall have previously given to the 
Trustee written notice of the occurrence of an Event of Default; (b) the Owners of a majority in aggregate 
principal amount of all the Bonds then Outstanding shall have made written request upon the Trustee to 
exercise the powers granted in the Indenture or to institute such action, suit or proceeding in its own 
name; (c) said Owners shall have tendered to the Trustee indemnity reasonably acceptable to the Trustee 
against the costs, expenses and liabilities to be incurred in compliance with such request; and (d) the 
Trustee shall have refused or omitted to comply with such request for a period of 60 days after such 
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written request shall have been received by, and said tender of indemnity shall have been made to, the 
Trustee. 

Such notification, request, tender of indemnity and refusal or omission are declared under the 
Indenture, in every case, to be conditions precedent to the exercise by any Owner of Bonds of any remedy 
under the Indenture; it being understood and intended that no one or more Owners of Bonds shall have 
any right in any manner whatever by his or their action to enforce any right under the Indenture, except in 
the manner provided in the Indenture, and that all proceedings at law or in equity to enforce any  
provision of the Indenture shall be instituted, had and maintained in the manner provided in the Indenture 
and for the equal benefit of all Owners of the Outstanding Bonds. 

Defeasance 

If the Authority shall pay and discharge any or all of the Outstanding Bonds in any one or more 
of the following ways: 

(a) by well and truly paying or causing to be paid the principal of and interest on such 
Outstanding Bonds, as and when the same become due and payable; 

(b) by irrevocably depositing with the Trustee, in trust, at or before maturity, money which, 
together with the available amounts then on deposit in the funds and accounts established with the Trustee 
pursuant to the Indenture and the Lease, is fully sufficient to pay such Outstanding Bonds, including all 
principal and interest; or 

(c) by irrevocably depositing with the Trustee or any other fiduciary, in trust, Federal 
Securities in such amount as an Independent Certified Accountant shall determine in a written report filed 
with the Trustee (upon which report the Trustee may conclusively rely) will, together with the interest to 
accrue thereon and available moneys then on deposit in the funds and accounts established with the 
Trustee pursuant to the Indenture, be fully sufficient to pay and discharge the indebtedness on such 
Outstanding Bonds (including all principal and interest thereon) at or before their respective maturity 
dates; 

and if such Outstanding Bonds are to be redeemed prior to the maturity thereof notice of such 
redemption shall have been mailed pursuant to the provisions of the Indenture or provision satisfactory to 
the Trustee shall have been made for the mailing of such notice, then, at the Written Request of the 
Authority, and notwithstanding that any of such Outstanding Bonds shall not have been surrendered for 
payment, the pledge of the Revenues and other funds provided for in the Indenture with respect to such 
Outstanding Bonds, and all other pecuniary obligations of the Authority under the Indenture with respect 
to all such Outstanding Bonds, shall cease and terminate, except only the obligation of the Authority to 
pay or cause to be paid to the Owners of such Outstanding Bonds not so surrendered and paid all sums 
due thereon from amounts set aside for such purpose as aforesaid, and all expenses and costs of the 
Trustee; subject, however, to the additional requirements set forth in the Indenture.  Any money held by 
the Trustee following payment in full or discharge of all Outstanding Bonds pursuant to the Indenture, 
which are not required for said purposes, shall be paid over to the County. 

The Trustee 

The Authority agrees that it will maintain a Trustee having a corporate trust office in the State, 
with a combined capital and surplus, or a member of a bank holding company system, the lead bank of 
which shall have a combined capital and surplus of at least $75,000,000 and be subject to supervision or 
examination by federal or State authority, so long as any Bonds are Outstanding.  The Trustee is 
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authorized under the Indenture to, among other things, pay the principal of and interest on the Bonds and 
to keep accurate records of all funds and accounts administered by it and of all Bonds paid and 
discharged. 

The Trustee may be removed at any time by an instrument or concurrent instruments in writing, 
filed with the Trustee and signed by the Owners of a majority in aggregate principal amount of the 
Outstanding Bonds, with the consent of the Bond Insurer.  The Authority may also remove the Trustee at 
any time with the consent of the Bond Insurer, except during the existence of an Event of Default.  The 
Trustee may be removed at any time by the Bond Insurer for any breach of the Trustee’s duties set forth 
in the Indenture.  The Trustee and any successor Trustee may at any time give 60 days’ written notice of 
its intention to resign as Trustee under the Indenture, such notice to be given to the Authority, the Bond 
Insurer and the County by registered or certified mail.  Upon receiving such notice of resignation, the 
Authority shall appoint a successor Trustee with the consent of the Bond Insurer.  Any resignation or 
removal of the Trustee and appointment of a successor Trustee shall become effective upon acceptance of 
appointment by the successor Trustee.  Upon such acceptance, the successor Trustee shall cause notice 
thereof to be given by first class mail, postage prepaid, to the Bond Owners at their respective addresses 
set forth on the Registration Books. 

Rights of the Bond Insurer 

Notwithstanding anything to the contrary contained in the Indenture, so long as the Bond Insurer 
is not in default under the Bond Insurance Policy (a) the Bond Insurer, acting alone, shall have the right to 
direct all remedies upon the occurrence and during the continuance of an Event of Default under the 
Indenture, if and to the extent that the Owners of all of the Series 2006 Bonds, acting together, would 
have the right, pursuant thereto, to so direct such remedies, (b) the Bond Insurer shall be deemed to be the 
Owner of all Series 2006 Bonds for the purpose of exercising all rights and privileges available to 
Owners, and (c) the Bond Insurer shall have the right to institute any suit, action or proceeding at law or 
in equity under the same terms as an Owner of Series 2006 Bonds in accordance with the applicable 
provisions of the Indenture. 

THE MASTER FACILITIES LEASE 

Under the Lease, the Authority will lease the Leased Facilities to the County pursuant to the 
terms of the Lease; and the County will be obligated to, among other things, make Base Rental Payments 
to the Authority for the use and occupancy of the Leased Facilities. 

Term; Use 

The term of the Lease shall commence on the date the Lease is recorded in the Office of the 
County Recorder, and shall end on the Expiry Date, unless such term is extended or sooner terminated as 
provided in the Lease.  If on the Expiry Date, the Bonds corresponding to the Rental Payments 
attributable to the related Leased Facilities and all other amounts then due under the Lease with respect to 
such Leased Facilities shall not be fully paid, or if the Rental Payments under the Lease with respect to 
such Leased Facilities shall have been abated at any time and for any reason, then the term of the Lease 
with respect to such Leased Facilities shall be extended until all Bonds corresponding to the Rental 
Payments attributable to such Leased Facilities and all other amounts then due under the Lease with 
respect to such Leased Facilities shall be fully paid, except that the term of the Lease as to the related 
Leased Facilities shall in no event be extended beyond ten (10) years after such respective Expiry Dates.  
If prior to such Expiry Date, all Bonds corresponding to the Rental Payments attributable to the related 
Leased Facilities and all other amounts then due under the Lease with respect to such Leased Facilities 
shall be fully paid, or provision therefor made, the term of the Lease with respect to such Leased Facilities 
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shall end ten (10) days thereafter or upon written notice by the County to the Authority, whichever is 
earlier. 

Base Rental Payments 

The County agrees to pay to the Authority, in accordance with the Base Rental Payment 
Schedule, rental payments as Base Rental Payments for the use and occupancy of the Leased Facilities 
(subject to the provisions of the Lease).  Each Base Rental Payment shall be payable in funds that are 
immediately available to the Authority no later than the 15th day of the month preceding its due date, as 
set forth in the Base Rental Payment Schedule (provided that at such time as amounts in the Reserve Fund 
shall be sufficient to pay all remaining Base Rental Payments, such amounts shall be applied as a credit 
and no further Base Rental Payments need be paid by the County).  Each Base Rental Payment shall be 
paid by the County for the use and occupancy of the Leased Facilities. 

Additional Rental 

The County shall pay to or upon the order of the Authority as additional rental under the Lease 
(“Additional Rental Payments”) such reasonable amounts in each year as shall be required by the 
Authority for the payment of all administrative costs and other expenses of the Authority in connection 
with the Leased Facilities, including all expenses, compensation and indemnification of the Trustee 
payable by the Authority under the Indenture, fees of accountants and attorneys, insurance premiums and 
all other necessary costs of the Authority or charges required to be paid by it in order to comply with the 
terms of the Indenture or of the Bonds.   

Fair Rental Value 

Payments of Base Rental Payments for each rental period during the term of the Lease shall 
constitute the total rental for said rental period and shall be paid by the County in each rental payment 
period for and in consideration of the right of use and occupancy of the Leased Facilities during each such 
period for which said rental is to be paid.  The parties to the Lease have agreed and determined that such 
total rental payable for each twelve-month period represents no more than the fair rental value of the 
Leased Facilities for each such period.  

Payment Provisions 

Each Base Rental Payment payable under the Lease shall be paid in lawful money of the United 
States of America to or upon the order of the Authority.  Any such installment of rental accruing under 
the Lease which shall not be paid when due and payable under the terms of the Lease shall bear interest at 
the rate of 12% per annum, or such lesser rate of interest as may be permitted by law, from the date when 
the same is due under the Lease until the same shall be paid.  Notwithstanding any dispute between the 
Authority and the County and subject to the Lease, the County shall make all Rental Payments when due 
without deduction or offset of any kind and shall not withhold any Rental Payments pending the final 
resolution of such dispute.  In the event of a determination that the County was not liable for said Rental 
Payments or any portion thereof, said Rental Payments or excess of payments, as the case may be, shall 
be credited against subsequent Rental Payments due under the Lease or refunded at the time of such 
determination.  Amounts required to be deposited by the County with the Trustee pursuant to this section 
on any date shall be reduced to the extent of amounts on deposit in the Revenue Fund, the Interest 
Account or the Principal Account and available therefor. 

All payments received shall be applied first to the interest components of the Base Rental 
Payments due under the Lease, then to the principal components of the Base Rental Payments due under 
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the Lease and thereafter to all Additional Payments due thereunder, but no such application of any 
payments which are less than the total rental due and owing shall be deemed a waiver of any default 
under the Lease. 

Release of County Operations Center 

(A)  The capital improvements and real property described in Exhibit A-1 of the Lease shall be 
released from the Lease and the Site Lease, and such property shall no longer be encumbered by the Site 
Lease or the Lease, but only after the County shall have filed with the Authority and the Trustee the 
following documents: 

(i) A certificate of the County stating that the County has beneficial use of the property 
described in Exhibit A-2 to the Lease; and 

(ii) A Certificate of the County with copies of the Site Lease and the Lease, if needed, or 
amendments thereto containing the amended description of the Leased Facilities and stating that such 
documents have been duly recorded in the official records of the County Recorder of the County. 

(B)  The County shall provide written notification of the release of the property described in 
Exhibit A-1 to the Lease to Standard & Poor’s and the Bond Insurer. 

Substitution, Release, Addition of Property 

In addition to the release of certain capital improvements described above, the County and the 
Authority may add, substitute or release real property and the improvements, buildings, fixtures and 
equipment thereon for all or a part of the Leased Facilities for purposes of the Lease and the Site Lease, 
but only after the County shall have filed or caused to be filed with the Authority and the Trustee the 
following: 

(i) Executed copies of the Site Lease and the Lease or amendments thereto containing the 
amended description of the Leased Facilities, including the legal description of the Leased Facilities as 
may be modified, in proper recordable form. 

(ii) A Written Certificate of the County, accompanied by a written appraisal from a qualified 
appraiser, who may but need not be an employee of the County, evidencing that the annual fair rental 
value (which may be based on, but not limited, to the construction or acquisition cost or replacement cost 
of such facility to the County) of the Leased Facilities that will constitute the Leased Facilities after such 
addition, substitution or withdrawal will be at least equal to 100% of the maximum amount of Base 
Rental Payments becoming due in the then current fiscal year or in any subsequent fiscal year.  At the sole 
discretion of the County, in the alternative, in the event of a substitution only, the Written Certificate of 
the County and the appraisal will evidence that the annual fair rental value of the new Leased Facility is at 
least equal to that of the substituted Leased Facility. 

(iii) With respect to an addition or substitution of property, a leasehold owner’s title insurance 
policy or policies or a commitment for such policy or policies or an amendment or endorsement to an 
existing title insurance policy or policies resulting in title insurance with respect to the Leased Facilities 
after such addition or substitution in an amount at least equal to the aggregate principal amount of Bonds 
Outstanding; each such insurance instrument, when issued, shall name the Trustee as the insured, and 
shall insure the leasehold estate of the Authority in such property subject only to such exceptions as do 
not substantially interfere with the County’s right to use and occupy such property and as will not result 
in an abatement of Base Rental Payments payable by the County under the Lease. 
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(iv) A Written Certificate of the County stating that such addition, substitution or withdrawal, 
as applicable, does not adversely affect the County’s use and occupancy of the Leased Facilities. 

(v) An opinion of bond counsel stating that any amendment executed in connection with 
such addition, substitution or withdrawal, as the case may be, (a) is authorized or permitted under the 
Lease; (b) will, upon the execution and delivery thereof, be valid and binding upon the Authority and the 
County; and (c) will not cause the interest on the Bonds to be included in gross income for federal income 
tax purposes. 

(vi) Consent of the Bond Insurer. 

Covenant to Budget and Appropriate; Current Expense of the County 

The County covenants to take such action as may be necessary to include all Rental Payments due 
under the Lease in its annual budgets, and to make necessary annual appropriations for all such Rental 
Payments.  The County will deliver to the Authority copies of the portion of each annual County budget 
relating to the payment of Rental Payments under the Lease within 90 days after the adoption thereof.   

The Authority and the County understand and intend that the obligation of the County to pay 
Rental Payments under the Lease shall constitute a current expense of the County and shall not in any 
way be construed to be a debt of the County in contravention of any applicable constitutional or statutory 
limitation or requirement concerning the creation of indebtedness by the County, nor shall anything 
contained in the Lease constitute a pledge of the general tax revenues, funds or moneys of the County.  
Rental Payments due under the Lease shall be payable only from current funds that are budgeted and 
appropriated or otherwise legally available for the purpose of paying Base Rental Payments, Additional 
Rental Payments or other payments due under the Lease as consideration for use and occupancy of the 
Leased Facilities, including but not limited to the proceeds of insurance maintained pursuant to the Lease.  
The Lease shall not create an immediate indebtedness for any aggregate payments that may become due 
under the Lease.  The County has not pledged the full faith and credit of the County, the State of 
California or any political subdivision, agency or department thereof to the payment of the Rental 
Payments due under the Lease. 

Rental Abatement. 

Except to the extent payable from proceeds of insurance maintained pursuant to the Lease, the 
Rental Payments shall be abated proportionately, during any period in which by reason of any damage or 
destruction (other than by condemnation as provided for in the Lease) there is substantial interference 
with the use and occupancy of the Leased Facilities by the County, in the proportion in which the cost of 
that portion of the Leased Facilities rendered unusable bears to the cost of the whole of the Leased 
Facilities.  Such abatement shall continue for the period commencing with such damage or destruction 
and ending with the substantial completion of the work of repair or reconstruction.  In the event of any 
such damage or destruction, the Lease shall continue in full force and effect and the County waives the 
benefits of California Civil Code Section 1932(2) and 1933(4) and Title 11 of the United States Code, 
Section 365(h) and all other rights to terminate the Lease by virtue of any such damage or destruction or 
interference. 

Maintenance of Leased Facilities 

During such time as the County is in possession of the Leased Facilities, all maintenance and 
repair, both ordinary and extraordinary, of the Leased Facilities shall be the responsibility of the County, 
which shall at all times maintain or otherwise arrange for the maintenance of the Leased Facilities in good 
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condition and repair, and shall pay for or otherwise arrange for payment of all utility services supplied to 
the Leased Facilities, and shall pay for or otherwise arrange for payment of the cost of the repair and 
replacement of the Leased Facilities resulting from ordinary wear and tear or want of care on the part of 
the County or any assignee or sublessee thereof or any other cause and shall pay for or otherwise arrange 
for the payment of all insurance policies required to be maintained with respect to the Leased Facilities.   

Changes to the Leased Facilities 

The County shall, at its own expense, have the right to remodel the Leased Facilities or to make 
additions, modifications and improvements to the Leased Facilities.  All such additions, modifications 
and improvements shall thereafter comprise part of the Leased Facilities and be subject to the provisions 
of the Lease.  Such additions, modifications and improvements shall not in any way damage the Leased 
Facilities or cause it to be used for purposes other than those authorized under the provisions of State and 
federal law; and the Leased Facilities, upon completion of any additions, modifications and improvements 
made pursuant to the Lease, shall be of a value which is at least equal to the value of the Leased Facilities 
immediately prior to the making of such additions, modifications and improvements. 

Installation of Equipment 

The County may at any time and from time to time, in its sole discretion and at its own expense, 
install or permit to be installed equipment or other personal property.  All such items shall remain the sole 
property of such party, in which the Authority shall have no interest.  Nothing in the Lease shall prevent 
the County from purchasing items to be installed pursuant to the Lease under a conditional sale or lease 
purchase contract, or subject to a vendor’s lien or security agreement as security for the unpaid portion of 
the purchase price thereof, provided that no such lien or security interest shall attach to any part of the 
Leased Facilities. 

Insurance 

Fire and Extended Coverage Insurance.  The County shall procure or cause to be procured and 
maintain or cause to be maintained, throughout the term of the Lease and commencing with the County’s 
beneficial use and occupancy of the Leased Facilities, all-risk property insurance; provided that 
earthquake insurance will be required only if available on the open market from reputable insurers at a 
reasonable cost with reasonable deductibles.  Such insurance shall be in an amount equal to the 
replacement cost (without deduction for depreciation) of the Leased Facilities, except that such insurance 
may be subject to deductible clauses for any one loss of not to exceed one hundred thousand dollars 
($100,000) (or a comparable deductible as available at a reasonable cost), or, in the alternative, shall be in 
an amount and in a form sufficient, in the event of total or partial loss, to prepay all outstanding principal 
components of Base Rental Payments due under the Lease. 

In the event of any damage to or destruction of any part of the Leased Facilities, caused by the 
perils covered by such insurance, the County, except as provided in the Lease, shall cause the proceeds of 
such insurance to be utilized for the repair, reconstruction or replacement of the damaged or destroyed 
portion of the Leased Facilities, to the end that such proceeds shall be applied to the repair, reconstruction 
or replacement of the Leased Facilities to at least the same good order, repair and condition as they were 
in prior to the damage or destruction, insofar as the same may be accomplished by the use of said 
proceeds.  Alternatively, the County, at its option, and if the proceeds of such insurance together with any 
other moneys then available for the purpose are at least sufficient to prepay an aggregate principal amount 
of Base Rental Payments equal to the portion of the Leased Facilities so destroyed or damaged 
(determined by reference to the proportion that the acquisition cost of such portion of the Leased 
Facilities bears to the acquisition cost of the Leased Facilities), may elect not to repair, reconstruct or 
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replace the damaged or destroyed portion of the Leased Facilities and thereupon shall cause said proceeds 
to be used for the prepayment of Base Rental Payments. 

The Authority and the County shall promptly apply for Federal disaster aid or State disaster aid in 
the event that the Leased Facilities are damaged or destroyed as a result of an earthquake occurring at any 
time.  Any proceeds received as a result of such disaster aid shall be used to repair, reconstruct, restore or 
replace the damaged or destroyed portions of the Leased Facilities, or, at the option of the County, to 
prepay all outstanding principal components of Base Rental Payments due under the Lease if such use of 
such disaster aid is permitted.  Such insurance may be part of a joint-purchase insurance program. 

Rental Interruption Insurance.  The County shall maintain insurance issued by a responsible 
carrier against rental interruption or loss of use and possession of the Leased Facilities or, as an 
alternative, such insurance may be maintained as part of or in conjunction with any other insurance 
carried by the County; provided that such insurance is commercially available and subject to reasonable 
deductible.  Such insurance shall be maintained by the County in an amount sufficient to pay the 
maximum annual Base Rental Payments under the Lease for any two-year period, except that such 
insurance may be subject to a deductible clause of not to exceed $100,000 (or a comparable deductible as 
available at a reasonable cost). 

Defaults and Remedies 

(a)  If the County shall fail to (i) pay any Base Rental Payment or Additional Rental Payment 
under the Lease when the same becomes due and payable, time being expressly declared to be of the 
essence of the Lease, or (ii) keep, observe or perform any other term, covenant or condition contained in 
the Lease to be kept or performed by the County for a period of 30 days after notice of the same has been 
given to the County by the Authority or the Trustee for such additional time as is reasonably required to 
correct the same, but not to exceed 60 days, or upon the happening of any of the events specified in 
subsection (b) below (any such case above being an “Event of Default”), the County shall be deemed to 
be in default under the Lease and it shall be lawful for the Authority or the Trustee, as assignee of the 
Authority, to exercise any and all remedies available pursuant to law or granted pursuant to the Lease; 
provided, however, the remedy of terminating the Lease or reletting the Leased Facilities shall not be 
available to the Authority or the Trustee.  Upon any such default, the Authority or the Trustee shall have 
the option without terminating the Lease, to collect each installment of Base Rental Payments as it 
becomes due and enforce any other terms or provision of the Lease to be kept or performed by the 
County, regardless of whether or not the County has abandoned the Leased Facilities.  The County shall 
remain liable and agrees to keep or perform all covenants and conditions contained in the Lease to be kept 
or performed by the County and to pay the full amount of the Base Rental Payments to the end of the term 
of the Lease (without acceleration).   

(b)  If (i) the County’s interest in the Lease or any part thereof be assigned or transferred, either 
voluntarily or by operation of law or otherwise, without the written consent of the Authority, as provided 
for in the Lease, or (ii) the County or any assignee shall file any petition or institute any proceeding under 
any act or acts, state or federal, dealing with or relating to the subject or subjects of bankruptcy or 
insolvency, or under any amendment of such act or acts, either as a bankrupt or as an insolvent, or as 
a debtor, or in any similar capacity, wherein or whereby the County asks or seeks or prays to be 
adjudicated a bankrupt, or is to be discharged from any or all of the County’s debts or obligations, or 
offers to the County’s creditors to effect a composition or extension of time to pay the County’s debts or 
asks, seeks or prays for reorganization or to effect a plan of reorganization, or for a readjustment of the 
County’s debts, or for any other similar relief, or if any such petition or any such proceedings of the same 
or similar kind or character be filed or be instituted or taken against the County, or if a receiver of the 
business or of the property or assets of the County shall be appointed by any court, except a receiver 
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appointed at the instance or request of the Authority, or if the County shall make a general or any 
assignment for the benefit of the County’s creditors, or if (iii) the County shall abandon the Leased 
Facilities, then the County shall be deemed to be in default under the Lease. 

(c)  The Authority shall in no event be in default in the performance of any of its obligations 
under the Lease or imposed by any statute or rule of law unless and until the Authority shall have failed to 
perform such obligations within 30 days or such additional time as is reasonably required to correct any 
such default after notice by the County to the Authority properly specifying wherein the Authority has 
failed to perform any such obligation.  In the event of default by the Authority, the County shall be 
entitled to pursue any remedy provided by law. 

(d)  In addition to the other remedies set forth in the Lease, upon the occurrence of an event of 
default as described in the Lease, the Authority or the Trustee, shall be entitled to proceed to protect and 
enforce the rights vested in the Authority by the Lease or by law.  The provisions of the Lease and the 
duties of the County and of its officers or employees shall be enforceable by the Authority or the Trustee, 
as the case may be, by mandamus or other appropriate suit, action or proceeding in any court of 
competent jurisdiction.  Without limiting the generality of the foregoing, the Authority shall have the 
right to bring the following actions: 

(1) Accounting.  By action or suit in equity to require the County and its trustees, 
officers and employees and its assigns to account as the trustee of an express trust. 

(2) Injunction.  By action or suit in equity to enjoin any acts or things that may be 
unlawful or in violation of the rights of the Authority. 

(3) Mandamus.  By mandamus or other suit, action or proceeding at law or in equity 
to enforce the Authority’s rights against the County (and its board, officers and employees) and to 
compel the County to perform and carry out its duties and obligations under the law and its 
covenants and agreements with the County as provided in the Lease. 

Each and all of the remedies given to the Authority under the Lease or by any law now or 
thereafter enacted are cumulative and the single or partial exercise of any right, power or privilege under 
the Lease shall not impair the right of the Authority to other or further exercise thereof or the exercise of 
any or all other rights, powers or privileges.   

(e)  In the event the Authority shall prevail in any action brought to enforce any of the terms and 
provisions of the Lease, the County agrees to pay a reasonable amount as and for attorney’s fees incurred 
by the Authority in attempting to enforce any of the remedies available to the Authority under the Lease, 
whether or not a lawsuit has been filed and whether or not any lawsuit culminates in a judgment. 

(f)  Notwithstanding any provision of the Lease to the contrary, no Event of Default by the 
County shall result in the acceleration of any Base Rental Payment or Additional Rental Payment under 
the Lease. 

(g)   To the extent that the Lease confers upon or gives or grants the Trustee any right, remedy or 
claim under or by reason of the Lease, the Trustee is explicitly recognized as being a third-party 
beneficiary under the Lease and may enforce any such right, remedy or claim conferred, given or granted 
thereunder. 
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Certain Covenants 

Right of Entry and Inspection.  The Authority and its assignees will have the right (but not the 
duty) to enter upon and to examine and inspect the Leased Facilities during normal business hours 
following reasonable notice (and in emergencies at all times) and, with respect to certain portions of the 
Leased Facilities, in compliance with the County Sheriff Department’s rules and regulations (a) to inspect 
the same, (b) for any purpose connected with the Authority’s or the County’s rights or obligations under 
the Lease, and (c) for all other lawful purposes. 

Liens.  In the event the County shall at any time during the term of the Lease cause any changes, 
alterations, additions or other work to be done or performed or materials to be supplied with respect to the 
Leased Facilities, the County will pay, when due, all sums of money that may become due for, or 
purporting to be for, any labor, services, materials, supplies or equipment furnished or alleged to have 
been furnished to or for the County in, upon or about the Leased Facilities and will keep the Leased 
Facilities free of any and all mechanics’ or materialmen’s liens or other liens against the Leased Facilities 
or the Authority’s interest therein.  In the event any such lien attaches to or is filed against the Leased 
Facilities or the Authority’s interest therein, the County will cause each such lien to be fully discharged 
and released at the time the performance of any obligation secured by any such lien matures or becomes 
due, except that if the County desires to contest any such lien it may do so in good faith.  If any such lien 
shall be reduced to final judgment and such judgment or such process as may be issued for the 
enforcement thereof is not promptly stayed, or if so stayed and said stay thereafter expires, the County 
will forthwith pay and discharge said judgment.  The County agrees to and will, to the maximum extent 
permitted by law, indemnify and hold the Authority and its respective members, directors, agents, 
successors and assigns, harmless from and against, and defend each of them against, any claim, demand, 
loss, damage, liability or expense (including reasonable attorney’s fees) as a result of any such lien or 
claim of lien against the Leased Facilities or the Authority’s interest therein. 

Quiet Enjoyment.  The parties to the Lease mutually covenant that the County, by keeping and 
performing the covenants and agreements contained in the Lease and if not in default under the Lease, 
will at all times during the term of the Lease peaceably and quietly have, hold and enjoy the Leased 
Facilities without suit, trouble or hindrance from the Authority. 

Authority Not Liable.  The Authority and its members, directors, officers, agents, employees 
and assignees will not be liable to the County or to any other party whomsoever for any death, injury or 
damage that may result to any person or property by or from any cause whatsoever about the Leased 
Facilities.  The County, to the extent permitted by law, will indemnify and hold the Authority and its 
members, directors, officers, agents, employees and assignees, harmless from, and defend each of them 
against, any and all claims, liens and judgments arising from the possession or operation of the Leased 
Facilities, including, without limitation, death of or injury to any person or damage to property 
whatsoever occurring about the Leased Facilities regardless of responsibility for negligence, but 
excepting the active negligence of the person or entity seeking indemnity. 

Prohibition Against Encumbrances; Assignment and Subleasing.  Neither the Lease nor any 
interest of the County under the Lease will be mortgaged, pledged, assigned or transferred by the County 
by voluntary act or by operation of law or otherwise, except with the prior written consent of the 
Authority and the Bond Insurer.  The County may sublet the Leased Facilities with the consent of the 
Bond Insurer.  No such mortgage, pledge, assignment, sublease or transfer will in any event affect or 
reduce the obligation of the County to make the Base Rental Payments required under the Lease.  
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The Authority may assign all of its rights, title and interest in and to the Lease and the Leased 
Facilities, and/or may grant or assign a security interest in the Lease and the Leased Facilities to the 
Trustee for the benefit of the Bondholders. 

Title to Leased Facilities.  During the term of the Lease, the Authority shall have a leasehold 
interest in the Leased Facilities pursuant to the Site Lease and shall, therefore, hold title to the Leased 
Facilities and any and all additions that comprise repairs, replacements or modifications thereof, except 
for those repairs, replacements or modifications which are added thereto by the County and which may be 
removed without damaging the Leased Facilities.  This provision shall not operate to the benefit of any 
insurance company if there is a rental interruption covered by insurance pursuant to the Lease.  Upon the 
termination of the Lease (other than as provided in the Lease), or upon the Expiry Date for Leased 
Facilities, title to the related Leased Facilities shall vest in the County pursuant to the Site Lease.  Upon 
any such termination, the Authority shall execute such conveyances, deeds and  other documents as may 
be necessary to effect such vesting of record. 

Purpose of Lease.  The County covenants that during the term of the Lease, except as provided 
in the Lease, (a) it will use, or cause the use of, the Leased Facilities for public purposes, (b) it will not 
vacate or abandon the Leased Facilities or any part thereof, and (c) it will not make any use of the Leased 
Facilities which would jeopardize in any way the insurance coverage required to be maintained pursuant 
to the Lease. 

Tax Covenants.  The County and the Authority will not make any use of the Bond proceeds or 
any other moneys of the County or the Authority in a manner that will cause the Bonds to be “arbitrage 
bonds” subject to federal income taxation by reason of Section 148 of the Code.  

Taxes.  The County will pay or cause to be paid all taxes and assessments of any type or nature 
charged to the Authority or affecting the Leased Facilities or the respective interests or estates therein; 
provided that with respect to special assessments or other governmental charges that may lawfully be paid 
in installments over a period of years, the County shall be obligated to pay only such installments as are 
required to be paid during the term of the Lease as and when the same become due. 

THE MASTER SITE LEASE 

Under the Site Lease, the Authority will use the Leased Facilities solely for the purpose of leasing 
the Leased Facilities to the County pursuant to the Lease and for related purposes; provided, that in the 
event of default by the County under the Lease, the Authority may exercise any remedies provided in the 
Lease. 

Leased Facilities 

The County agrees to lease to the Authority and the Authority agrees to hire from the County, on 
the terms and conditions set forth in the Site Lease, the real property and improvements thereon described 
in the Site Lease, as such real property descriptions may be amended or modified, including removal or 
substitution or addition of property in accordance with the Site Lease, the Lease and the Indenture, subject 
to Permitted Encumbrances (collectively, the "Leased Facilities").  Permitted Encumbrances means 
(1) liens for Federal and State taxes and assessments not yet delinquent; (2) effect of the Lease, the Site 
Lease, including any amendments thereto; (3) zoning laws, ordinances and regulations; (4) effect of all 
deeds and deed limitations described in the Title Policy; (5) easements, encumbrances, rights of way, 
mineral rights, drilling rights, and other rights, reservations, covenants, conditions or restrictions that exist 
of record as of the date of recordation of the Site Lease in the office of the County Recorder; (6) any right 
or claim of any mechanic, laborer, materialman, supplier or vendor not filed or perfected in the manner 
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prescribed by law; (7) easements, rights of way, mineral rights, drilling rights and other rights, 
reservations, covenants, conditions or restrictions that will not materially impair the use of the Leased 
Facilities; and (8) all matters which would be revealed by an accurate survey of the Leased Facilities. 

Term 

The term of the Site Lease will commence on the date of recordation of the Site Lease in the 
office of the County Recorder, and will end on June 1, 2018 unless such term is extended or sooner 
terminated as provided in the Site Lease.  If on such date Base Rental Payments attributable to the related 
Leased Facilities and all other amounts due under the Indenture and under the Site Lease with respect to 
such Leased Facilities shall not be fully paid, or if the rental or other amounts payable under the Lease 
with respect to such Leased Facilities shall have been abated at any time and for any reason or shall not 
have been fully paid, then the term of the Site Lease with respect to such Leased Facilities shall be 
extended until ten days after the Base Rental Payments attributable to such Leased Facilities and all other 
amounts due under the Indenture and the Lease with respect to such Leased Facilities shall be fully paid, 
except that the term of the Site Lease as to the respective Leased Facilities shall in no event be extended 
beyond ten (10) years after such respective dates.  If prior to such dates, the Base Rental Payments 
attributable to the related Leased Facilities and all other amounts then due under the Lease with respect to 
such Leased Facilities shall be fully paid, the term of the Site Lease with respect to such Leased Facilities 
shall end 10 days thereafter or 10 days after written notice by the County to the Authority of such event, 
whichever is earlier. 
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APPENDIX E 

PROPOSED FORM OF BOND COUNSEL OPINION 

[closing date] 

Orange County Public Financing Authority 
Santa Ana, California 

Orange County Public Financing Authority 
Lease Revenue Bonds, Series 2006 

(Final Opinion) 

Ladies and Gentlemen: 

We have acted as bond counsel to the Orange County Public Financing Authority (the 
“Issuer”) in connection with the issuance by the Issuer of $32,700,000 aggregate principal amount of 
Orange County Public Financing Authority Lease Revenue Bonds, Series 2006 (the “Bonds”), issued 
pursuant to the provisions of Article 4, Chapter 5, Division 7 of Title 1 of the California Government 
Code, and an Indenture, dated as of October 1, 2006 (the “Indenture”), between the Issuer and Deutsche 
Bank National Trust Company, as trustee (the “Trustee”).  Capitalized terms not otherwise defined herein 
shall have the meanings ascribed thereto in the Indenture. 

In such connection, we have reviewed a Master Site Lease, dated as of October 1, 2006 
(the “Site Lease”), between the County of Orange (the “County”) and the Issuer, a Master Facilities 
Lease, dated as of October 1, 2006 (the “Lease”), between the Issuer and the County, the Indenture, the 
Tax Certificate of the Issuer, dated the date hereof (the “Tax Certificate”), opinions of counsel to the 
Issuer, the County and the Trustee, certificates of the Issuer, the County, the Trustee and others, and such 
other documents, opinions and matters to the extent we deemed necessary to render the opinions set forth 
herein.   

Certain agreements, requirements and procedures contained or referred to in the 
Indenture, the Lease, the Site Lease, the Tax Certificate and other relevant documents may be changed 
and certain actions (including, without limitation, defeasance of the Bonds) may be taken or omitted 
under the circumstances and subject to the terms and conditions set forth in such documents.  No opinion 
is expressed herein as to any Bond or the interest thereon if any such change occurs or action is taken or 
omitted upon the advice or approval of counsel other than ourselves. 

The opinions expressed herein are based on an analysis of existing laws, regulations, 
rulings and court decisions and cover certain matters not directly addressed by such authorities. Such 
opinions may be affected by actions taken or omitted or events occurring after the date hereof.  We have 
not undertaken to determine, or to inform any person, whether any such actions are taken or omitted or 
events do occur or any other matters come to our attention after the date hereof.  Our engagement with 
respect to the Bonds has concluded with their issuance, and we disclaim any obligation to update this 
letter.  We have assumed the genuineness of all documents and signatures presented to us (whether as 
originals or as copies) and the due and legal execution and delivery thereof by, and validity against, any 
parties other than the Issuer and the County.  We have assumed, without undertaking to verify, the 
accuracy of the factual matters represented, warranted or certified in the documents, and of the legal 
conclusions contained in the opinions, referred to in the second paragraph hereof.  Furthermore, we have 
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assumed compliance with all covenants and agreements contained in the Lease, the Site Lease, the 
Indenture and the Tax Certificate, including (without limitation) covenants and agreements compliance 
with which is necessary to assure that future actions, omissions or events will not cause interest on the 
Bonds to be included in gross income for federal income tax purposes.   

In addition, we call attention to the fact that the rights and obligations under the Bonds, 
the Lease, the Site Lease, the Indenture and the Tax Certificate and their enforceability may be subject to 
bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other laws 
relating to or affecting creditors’ rights, to the application of equitable principles, to the exercise of 
judicial discretion in appropriate cases and to the limitations on legal remedies against joint powers 
authorities and counties in the State of California.  We express no opinion with respect to any 
indemnification, contribution, penalty, choice of law, choice of forum, choice of venue, waiver or 
severability provisions contained in the foregoing documents nor do we express any opinion with respect 
to the state or quality of title to or interest in any of the real or personal property described in or as subject 
to the lien of the Lease, the Site Lease or Indenture or the accuracy or sufficiency of the description 
contained therein of, or the remedies available to enforce liens on, any such property.  Finally, we 
undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or other 
offering material relating to the Bonds and express no opinion with respect thereto. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we 
are of the following opinions: 

1. The Bonds constitute the valid and binding limited obligations of the Issuer. 

2. The Indenture has been duly executed and delivered by, and constitutes the valid 
and binding obligation of, the Issuer.  The Indenture creates a valid pledge, to secure the payment of the 
principal of and interest on the Bonds, of the Revenues and any other amounts (including proceeds of the 
sale of the Bonds) held by the Trustee in any fund or account established pursuant to the Indenture, except 
the Rebate Fund, subject to the provisions of the Indenture permitting the application thereof for the 
purposes and on the terms and conditions set forth in the Indenture. 

3. The Lease and the Site Lease have been executed and delivered by, and 
constitute the valid and binding obligations of, the Issuer and the County.  The obligation of the County to 
make the Base Rental Payments during the term of the Lease constitutes a valid and binding obligation of 
the County, payable from funds of the County lawfully available therefor. 

4. The Bonds are not a lien or charge upon the funds or property of the Issuer 
except to the extent of the aforementioned pledge.  Neither the faith and credit nor the taxing powers of 
the County, the State of California or of any political subdivision thereof is pledged to the payment of the 
principal of or interest on the Bonds. 
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5. Interest on the Bonds is excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California 
personal income taxes.  Interest on the Bonds is not a specific preference item for purposes of the federal 
individual or corporate alternative minimum taxes, although we observe that it is included in adjusted 
current earnings when calculating corporate alternative minimum taxable income.  We express no opinion 
regarding other tax consequences related to the ownership or disposition of, or the accrual or receipt of 
interest on, the Bonds. 

Faithfully yours, 

ORRICK, HERRINGTON & SUTCLIFFE LLP 

per 
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APPENDIX F 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (this “Disclosure Certificate”) is executed and delivered 
by the County of Orange, California (the “County”) in connection with the issuance of $32,700,000 
aggregate principal amount of the Orange County Public Financing Authority Lease Revenue Bonds, 
Series 2006 (the “Bonds”).  The Bonds are being issued pursuant to an Indenture, dated as of October 1, 
2006 (the “Indenture”), between the Orange County Public Financing Authority and Deutsche Bank 
National Trust Company, as trustee (the “Trustee”).  The County covenants and agrees as follows: 

SECTION 1.  Purpose of this Disclosure Certificate.  This Disclosure Certificate is being executed 
and delivered by the County for the benefit of the Owners and Beneficial Owners of the Bonds and in 
order to assist the Participating Underwriters in complying with the Rule (as hereinafter defined). 

SECTION 2.  Definitions.  The following capitalized terms shall have the following meanings: 

“Annual Report” shall mean any Annual Report provided by the County pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Certificate. 

“Beneficial Owner” shall mean any person which has the power, directly or indirectly, to vote or 
consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds 
through nominees, depositories or other intermediaries). 

“Central Post Office” means the DisclosureUSA website maintained by the Municipal Advisory 
Council of Texas or any successor thereto, or any other organization or method approved by the staff or 
members of the Securities and Exchange Commission (the “SEC”) as an intermediary through which 
issuers may, in compliance with the Rule, make filings required by this Disclosure Certificate. 

“Dissemination Agent” shall mean the County or any successor Dissemination Agent designated 
in writing by the County, which has filed with the County a written acceptance of such designation. 

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate. 

“National Repository” shall mean any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Rule. 

“Participating Underwriter” shall mean the original underwriters of the Bonds required to comply 
with the Rule in connection with offering of the Bonds. 

“Repository” shall mean each National Repository and the State Repository. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

“State Repository” shall mean any public or private repository or entity designated by the State of 
California as the state repository for the purpose of the Rule and recognized as such by the Securities and 
Exchange Commission. 
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SECTION 3.  Provision of Annual Reports. 

(a) The County shall, not later than 240 days after the end of the County’s Fiscal 
Year (presently June 30), commencing with the report for Fiscal Year 2005-06, provide or cause to be 
provided to each Repository an Annual Report that is consistent with the requirements of Section 4 of this 
Disclosure Certificate.  The Annual Report may be submitted as a single document or as separate 
documents comprising a package, and may cross-reference other information as provided in Section 4 of 
this Disclosure Certificate; provided that the audited financial statements of the County required 
hereunder may be submitted separately from the balance of the Annual Report and later than the date 
required above for the filing of the Annual Report if they are not available by that date.  If the County’s 
Fiscal Year changes, it shall give notice of such change in the same manner as for a Listed Event under 
Section 5(c).  The County reserves the right to make this filing through the Central Post Office. 

(b) Not later than fifteen (15) Business Days prior to the date set forth in 
paragraph (a) above, the County shall provide the Annual Report to the Dissemination Agent (if other 
than the County).  If the County is unable to provide to the Repositories an Annual Report by the date 
required in subsection (a), the County shall send a notice to the Municipal Securities Rulemaking Board 
and the State Repository, if any, in substantially the form attached to this Disclosure Certificate as 
Exhibit A. 

(c) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual Report the 
name and address of each National Repository and the State Repository, if any; and 

(ii) (if the Dissemination Agent is other than the County), file a report with 
the County certifying that the Annual Report has been provided pursuant to this Disclosure 
Certificate, stating the date it was provided and listing all the Repositories to which it was 
provided. 

SECTION 4.  Content of Annual Reports.  The County’s Annual Report shall contain or include 
by reference the following: 

1. The audited financial statements of the County for the prior Fiscal Year, prepared 
in accordance with generally accepted accounting principles as promulgated to apply to governmental 
entities from time to time by the Governmental Accounting Standards Board.  If such audited financial 
statements are not available by the time the Annual Report is required to be filed pursuant to Section 3(a), 
the Annual Report shall contain unaudited financial statements in a format similar to the financial 
statements contained in the final Official Statement, and the audited financial statements shall be filed in 
the same manner as the Annual Report when they become available. 

2. The Final Budget of the County for the current Fiscal Year in the form of Table 
A-6. 

3. Numerical and tabular information for the immediately preceding Fiscal Year of 
the type contained in Appendix A to the Official Statement relating to the Bonds, in the following charts 
and tables or under the following captions: 

a) County Financial Information —Tables A-3 through A-5 and Tables A-7 through 
A-13; and 
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b) County Investment Policy. 

The County has not undertaken in this Disclosure Certificate to provide all information an 
investor may want to have in making decisions to hold, sell or buy Bonds but only to provide the specific 
information listed above. 

Any or all of the items listed above may be included by specific reference to other documents, 
including official statements of debt issues of the County or related public entities, which have been 
submitted to each of the Repositories or the Securities and Exchange Commission.  If the document 
included by reference is a final official statement, it must be available from the Municipal Securities 
Rulemaking Board.  The County shall clearly identify each such other document so included by reference. 

SECTION 5.  Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the County shall give, or cause to be 
given, notice of the occurrence of any of the following events (a “Listed Event”) with respect to the 
Bonds, if material: 

1. principal and interest payment delinquencies; 

2. non-payment related defaults; 

3. modifications to rights of holders of the Bonds; 

4. optional, contingent or unscheduled calls; 

5. defeasances; 

6. rating changes; 

7. adverse tax opinions or events affecting the tax-exempt status of the Bonds; 

8. unscheduled draws on the reserves reflecting financial difficulties; 

9. unscheduled draws on the credit enhancements reflecting financial difficulties; 

10. substitution of the credit or liquidity providers or their failure to perform; 

11. release, substitution or sale of property securing repayment of the Bonds. 

(b) Whenever the County obtains knowledge of the occurrence of a Listed Event, the 
County shall as soon as possible determine if such event would be material under applicable federal 
securities laws. 

(c) If the County determines that knowledge of the occurrence of a Listed Event 
would be material under applicable federal securities laws, the County shall promptly file a notice of such 
occurrence with the Municipal Securities Rulemaking Board and the State Repository.  Notwithstanding 
the foregoing, notice of Listed Events described in subsections (a)(4) and (5) need not be given under this 
subsection any earlier than the notice (if any) of the underlying event is given to Owners of affected 
Bonds pursuant to the Indenture.  The County reserves the right to make such notice of significant event 
filings through the Central Post Office. 
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SECTION 6.  Termination of Reporting Obligation.  The County’s obligations under this 
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all 
of the Bonds.  If such termination occurs prior to the final maturity date of the Bonds, the County shall 
give notice of such termination in the same manner as for a Listed Event under Section 5(c). 

SECTION 7.  Dissemination Agent.  The County may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Agent, with or without appointing a successor Dissemination Agent.  The 
Dissemination Agent shall not be responsible in any manner for the content of any notice or report 
prepared by the County pursuant to this Disclosure Certificate. 

SECTION 8.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Certificate, the County may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person with respect 
to the Bonds, or the type of business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at the 
time of the original issuance of the Bonds, after taking into account any amendments or interpretations of 
the Rule, as well as any change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the Owners of the Bonds in 
the same manner as provided in the Indenture for amendments to the Indenture with the consent of 
Owners, or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the 
interests of the Owners or Beneficial Owners of the Bonds. 

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the County 
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a 
change of accounting principles, on the presentation) of financial information or operating data being 
presented by the County.  In addition, if the amendment relates to the accounting principles to be 
followed in preparing financial statements, (i) notice of such change shall be given in the same manner as 
for a Listed Event under Section 5(c), and (ii) the Annual Report for the year in which the change is made 
should present a comparison (in narrative form and also, if feasible, in quantitative form) between the 
financial statements as prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles. 

SECTION 9.  Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 
prevent the County from disseminating any other information, using the means of dissemination set forth 
in this Disclosure Certificate or any other means of communication, or including any other information in 
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate.  If the County chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure 
Certificate, the County shall have no obligation under this Disclosure Certificate to update such 
information or include it in any future Annual Report or notice of occurrence of a Listed Event. 
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SECTION 10.  Default.  In the event of a failure of the County to comply with any provision of 
this Disclosure Certificate, any Owner or Beneficial Owner of Bonds may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
County to comply with its obligations under this Disclosure Certificate.  A default under this Disclosure 
Certificate shall not be deemed an Event of Default under the Indenture or the Lease, and the sole remedy 
under this Disclosure Certificate in the event of any failure of the County to comply with this Disclosure 
Certificate shall be an action to compel performance. 

SECTION 11.  Duties, Immunities and Liabilities of Dissemination Agent.  A Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the County 
agrees to indemnify and save such Dissemination Agent, its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including the costs and expenses (including attorneys 
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s 
negligence or willful misconduct.  The obligations of the County under this Section shall survive 
resignation or removal of the Dissemination Agent and payment of the Bonds. 

SECTION 12.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 
County, the Dissemination Agent, if any, the Participating Underwriter and the Owners and Beneficial 
Owners from time to time of the Bonds, and shall create no rights in any other person or entity. 

Date: ______________, 2006 

COUNTY OF ORANGE, CALIFORNIA 

By_______________________________________  
Public Finance Manager 

 



 

  

EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Obligated Person: County of Orange, California  

Name of Bond Issue: $32,700,000 Orange County Public Financing Authority Lease 
Revenue Bonds, Series 2006 

Date of Issuance: October 19, 2006 

  

NOTICE IS HEREBY GIVEN that the County of Orange, California (the “County”) has not 
provided an Annual Report with respect to the above-named Bonds as required by the Continuing 
Disclosure Certificate, dated as of __________, 2006.  [The County anticipates that the Annual Report 
will be filed by ________.] 

Dated:   

 COUNTY OF ORANGE, CALIFORNIA 

 By _______________________________ 
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APPENDIX G 

SPECIMEN BOND INSURANCE POLICY 
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FINANCIAL GUARANTY INSURANCE POLICY 

MBIA Insurance Corporation 
Armonk, New York 10504 

 Policy No. [NUMBER] 

MBIA Insurance Corporation (the "Insurer"), in consideration of the payment of the premium and subject to the terms of this 
policy, hereby unconditionally and irrevocably guarantees to any owner, as hereinafter defined, of the following described obligations, 
the full and complete payment required to be made by or on behalf of the Issuer to [PAYING AGENT/TRUSTEE] or its successor 
(the "Paying Agent") of an amount equal to (i) the principal of (either at the stated maturity or by any advancement of maturity 
pursuant to a mandatory sinking fund payment) and interest on, the Obligations (as that term is defined below) as such payments shall 
become due but shall not be so paid (except that in the event of any acceleration of the due date of such principal by reason of 
mandatory or optional redemption or acceleration resulting from default or otherwise, other than any advancement of maturity 
pursuant to a mandatory sinking fund payment, the payments guaranteed hereby shall be made in such amounts and at such times as 
such payments of principal would have been due had there not been any such acceleration, unless the Insurer elects in its sole 
discretion, to pay in whole or in part any principal due by reason of such acceleration);  and (ii) the reimbursement of a such payment 
which is subsequently recovered from any owner pursuant to a final judgment by a court of competent jurisdiction that such payment 
constitutes an avoidable preference to such owner within the meaning of any applicable bankruptcy law.  The amounts referred to in 
clauses (i) and (ii) of the preceding sentence shall be referred to herein collectively as the "Insured Amounts."  "Obligations" shall 
mean: 

[PAR] 
[LEGAL NAME OF ISSUE] 

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered or certified mail, or upon receipt of written 
notice by registered or certified mail, by the Insurer from the Paying Agent or any owner of an Obligation the payment of an Insured Amount for which is 
then due, that such required payment has not been made, the Insurer on the due date of such payment or within one business day after receipt of notice of 
such nonpayment, whichever is later, will make a deposit of funds, in an account with U.S. Bank Trust National Association, in New York, New York, 
or its successor, sufficient for the payment of any such Insured Amounts which are then due.  Upon presentment and surrender of such Obligations or 
presentment of such other proof of ownership of the Obligations, together with any appropriate instruments of assignment to evidence the assignment of 
the Insured Amounts due on the Obligations as are paid by the Insurer, and appropriate instruments to effect the appointment of the Insurer as agent for 
such owners of the Obligations in any legal proceeding related to payment of Insured Amounts on the Obligations, such instruments being in a form 
satisfactory to U.S. Bank Trust National Association, U.S. Bank Trust National Association shall disburse to such owners, or the Paying Agent payment 
of the Insured Amounts due on such Obligations, less any amount held by the Paying Agent for the payment of such Insured Amounts and legally 
available therefor.  This policy does not insure against loss of any prepayment premium which may at any time be payable with respect to any 
Obligation. 

As used herein, the term "owner" shall mean the registered owner of any Obligation as indicated in the books maintained by the Paying Agent, the Issuer, 
or any designee of the Issuer for such purpose.  The term owner shall not include the Issuer or any party whose agreement with the Issuer constitutes the 
underlying security for the Obligations. 

Any service of process on the Insurer may be made to the Insurer at its offices located at 113 King Street, Armonk, New York 10504 and such service of 
process shall be valid and binding. 

This policy is non-cancellable for any reason.  The premium on this policy is not refundable for any reason including the payment prior to maturity of the 
Obligations. 

In the event the Insurer were to become insolvent, any claims arising under a policy of financial guaranty insurance are 
excluded from coverage by the California Insurance Guaranty Association, established pursuant to Article 14.2 (commencing with 
Section 1063) of Chapter 1 of Part 2 of Division 1 of the California Insurance Code. 

IN WITNESS WHEREOF, the Insurer has caused this policy to be executed in facsimile on its behalf by its duly authorized officers, this [DAY] day of  
[MONTH, YEAR]. 

MBIA Insurance Corporation 

   
President 

 
Attest:    
 Assistant Secretary 
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